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took  loans  and  what  percentage  defaulted  on  these  loans?"  Voluree  4 
presents  both  a  general  and  a  technical  mathematical  discussion  of 
the  GSLP  L  an  Estimation  Model.  The  model  is  divided  into  two  parts: 
a  Loan  Flow  Model  and  a  Simplex  Model.  (Autbor/PC) 
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I .  Introduction 


The  following  Study  is  a  portion  of  a  larger  project  Commissioned 
by  the  Office  of  Planning,  Budgeting,  and  Evaluation  during  March  1973 
with  Systems  Group,  Inc.  of  Washington,  D.  C.   The  total  project  is 
referred  to  as  The  Guaranteed  Student  Loan  Estimation  Model.  Develop- 
ment of  the  Estimation  Model  was  an  outcomr  of  concern  within  the  Office 
of  Education  about  our  ability  to  accurately  forecast  future  appropriations 
requirements  for  payment  of  interest  benefits  and  claims.   Rapid  growth 
of  loan  volume  from  1968  forward  implied  a  large  amount  of  loans  coming 
into  repayment  and  subject,  therefore,  to  default.   Experience  had  indi- 
cated that  simple  extrapolation  of  current  claims  were  consistently  too 
low  in  relation  to  the  flow  of  actual  claims.   While  defaults  were  per- 
ceived to  be  increasing,  no  one  could  estimate  how  fast. 

The  Loan  Estimation  Model  development  was  based  on  the  premise  that 
specific  characteristics  of  defaulted  loans  can  be  established  and  that, 
based  on  these  characteristics ,  the  probability  of  future  defaults  can 
be  estimated.   The  Office  of  Education  collects  and  stores  on  magnetic 
tape  information  on  the  borrower,  lending  institution,  educational 
institution  attended  by  the  borrower,  and  certain  information  on  each 
of  the  loans  taken  by  an  individual.   Through  analysis  of  these  data, 
it  is  possible  to  group  together  tliose  characteristics  which  are  most 
highly  correlated  with  default  behavior. 

The  contractor  analyzed    seventeen  different  characteristics  of 
borrowers,  lenders,  and  schools  and  performed  regression  analyses  in 
order  to  deteimine  rank  correlations  with  default.   The  results  indicated, 
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as  expected,  that  default  behavior  correlates  most  highly  with  certain 
characteristics  of  the  school  attended  and  of  the  socio-economic  back- 
ground of  the  borrower.    TTiese  analyses  permit  general  inferences  about 
the  sources  of  guaranteed  loan  defaults  altho'jigh  they  do  not,  of  course, 
allow  us  to  draw  substantive  conclusions  about  why  these  borrowers 
default. 

Hie  Loan  Estiniation  Model  attenpts  not  only  to  answer  the  question 
••what  types  of  borrowers  default"  but  the  additional  questions  "when  do 
defaults  occur,  in  what  amounts,  and  when  are  those  claims  presented  to 
the  Office  of  Education?"  More  precise  estimation  of  appropriations 
requirements  depends  upon  a  prediction  of  the  amount  of  the  claims 
••stream"  vAiich  will  flow  to  the  Office  of  Education  during  a  given  Fiscal 
Year.   Tiiat  amcamt  is  directly  related  to  the  length  of  the  acadonic 
programs  in  which  defaulting  borrowers  are  enrolled.    If,  for  exaii5)le, 
defaulting  borrowers  remain  in  school  an  average  of  2,2  years,  then, 
default  claims  will  occur  sooner  than  if  their  average  school  persistance 
were  3.2  years.    Before  a  loan  can  go  into  default,  of  course,  i€  must 
be  "matured"  --that  is,  the  borrower  must  have  left  the  educational  insti- 
tution either  by  dropping  out  or  by  completing  his  academic  program. 
Ihe  borrower  whose  loan  has  matured  has  also  completed  his  "grace  period" 
(typically  one  year  after  leavi.ng  school)  and  is  said  to  be  in  "repa>-ment 
status"  since  he  is  required  to  begin  monthly  or  quarterly  payments  on 
his  loan  obligation.    'Ihe  Loan  Estimation  Model  is  heavily  dependent,  for 
precision  of  its  forecasts,  upon  an  accurate  estimate  of  the  total  volume 


of  loans  currently  in  repayment  status.   Since  repayment  status  is 
largely  depenrlent  upon  length  of  academic  prc?f:;am,  the  model  estimates 
"ipatured  loans"  (in  repayment  status)  separately  for  four-year,  two- 
year,  ajid  Proprietary  (short-term)  programs.   To  estimate  accurately 
when  claims  will  occur,  it  is  imp ortaiJt  to  know  the  "mix"  or  composition 
of  matured  loans.    If,  as  in  recent  years.  Proprietary  school  participa- 
tion is  increasing  rapidly,  then,  a  greater  proportion  of  the  loans  in 
repayment  status  will  be  from  this  educational  sector  and  a  lesser  pro- 
portion from  two-year  and  four-year  colleges.   And,  since  this  mix  of 
matured  loans  shifts  from  year  to  year,  the  model  is  dependent  upon  air- 
rent  data  reflecting  these  changes. 

Since  a  default  cannot  occur  unless  and  until  that  loan  has  matured, 
the  critical  question  for  the  Model  is,  "of  all  loans  in  repayment  status 
at  cny  given  time,  what  proportion  is  likely  to  default?"  To  answer 
this  question,  extensive  analyses  were  performed  using  a  smple  of  all 
loans  disbursed  from  FY  1968  through  June  30,  1973.    Since  we  observed 
that  occurrence  of  default  varies  significantly  by  the  type  of  educational 
institution  attended,  by  whether  it  is  a  public  or  private  institution, 
and- -if  it  is  a  Proprietary  school --by  the  accrediting  association  to 
which  it  belongs,  seventeen  different  "sector"  analyses  were  performed. 
In  each  of  these  sectors  (for  example,  public  two-year,  private  four-year. 
Proprietary  AICS)  loan  maturity  and  default  incidence  was  computed  for 
each  of  five  years.    By  use  of  statistical  curve  fitting  techniques, 
trend  lines  were  drawn  for  each  sector  for  each  year  showing  both  the 
trends  in  loans  reaching  repayment  status  and  the  trends  in  default 
incidence  among  that  group  of  loans  \^ich  have  matured. 


These  trend  lines  represent  both  the  historical  rate 
of  default  for  each  sector  as  well  as  the  rate  of  increase 
in  defaults  from  that  sector.  Each  matured  loan  and 
default  trend  line  represent,  then,  a  cumulative  historical 
picture  of  the  rate  at  which  loans  enter  repayment  status 
and  the  proportion  of  these  matured  loans  which  default. 
The  modfcl  assumes  that  these  trends  will  continue  and 
that  historical  rates  of  default  in  each  sector  will 
persist  indefinitely.  In  fact,  there  are  many  conditions 
which  allow  us  to  conclude  that  historical  rates  of 
default  will  not  persist  indefinitely  but  will  be 
subject  to  change,  and,  perhaps  even  reversal.  The  model 
is  currently  undergoing  testing!  to  improve  its  sensitivity 
to  current  data  rather  than  to  cumulative  historical 
trei»ds  only.  It  is  expected  that  a  six-month  period 
may  be  required  to  complete  this  model  validation  and  to 
improve  the  precision  of  the  forecasts. 

Volumes  I,  II,  III,  and  IV  of  the  GSLP  Loan  Estimation 
Model  present  the  historical  and  legislative 
background  oi  the  Guarantead  Student  Loan  Program,  give  an 
analysis  of  the  data  base  used  to  develop  the  GSLP  Loan 
Estimation  Model,  and  give  a  discussion  of  the  development 
and  operation  of  the  Model. 
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Volume  I  provides  a  brief  description  of  the  legislative 
authority  for  the  Guaranteed  Student  Loan  Program  and  gives 
a  brief  description  of  its  operational  processes.    It  gives 
summary  tables  showing  the  growth  of  GSLP  disbursements 
since  FY  1968.    It  also  gives  summary  tables  showing  the 
distribution  and  trends  of  loans  by  characteristics  of 
lenders  and  educational  institutions, 

Volume  II  contains  summary  statistics  and  cross-tabulations 
of  loan,  borrower,  lender,  and  educational  characteristics 
of  GSLP  loans.    From  these  comparisons,  it  is  possible  to 
determine  Guaranteed  Loan  participation  by  age,  sex,  race, 
gross  and  adjusted  family  income,  and  type  of  educational 
institution  attended.    Included  are  statistics  on  number  of 
loans  and  loan  amounts  per  borrower  by  each  of  these  variables. 

Volume  III  provides  statistics  on  borrower,  lender,  and 
educational  institution  characteristics  of  default  claims 
under  both  the  FISLP  and  the  State  and  private  nonprofit 
guarantee  agency  programs.    Volme  II  answers  the  fundamental 
question,  "TVho  participates  in  the  loan  program  and  to  what 
extent?"    Voliime  III  answers  the  central  questions,  "What  are 
the  personal  characteristics  of  those  viio  default,  what 
lending  institution  held  their  loans  at  the  time  of  default, 
and  which  type  of  educational  Institution  had  they  attended 
prior  to  default?"    Comparison  of  data  in  Volumes  II  and  III 
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allows  direct  answers  to  the  question,  "For  any  particular 
variable,  what  percentage  of  borrowers  took  loans  and  what 
percentage  defaulted  on  these  loans?" 

Volume  IV  presents.  bot4i--»»  general  and  a  teclinical  *  ^ 
mathematical  discussion  of  the  68LP  Loan  Estimation  Model. 
The  GLSP  Loan  Estimati&n  Model  is  divided  into  two  part^: 
a  Loan  Flow  Model  and  a  Simplex  Mode-      The  Loan  Flow  Model 
can  be  us  d  to  estimate  the  loan  amotmts  in  any  loan  status 
block  foi  any  given  quarter.    Thus  it  can  be  used  to  compute 
interest  benefit  payments,  special  allowance  payments,  and 
default  claim  payments  for  any  given  quarter.    However,  since 
default  payments  constitute  the  major  6SLP  liability,  it  is 
important  to  be  able  to  estimate  the  cumulative  default 
payments  on  all  outstanding  loans  by  fiscal  year.    A  Simplex 
Model  was  developed  to  provide  a  streamlined  method  for 
computing  cumulative  default  payments  by  fiscal  year. 


CHAPTER  II 


INTRODUCTION  TO  THE  GUARANTEED  STUDENT  LOAN  PROGRAM 
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CHAPTER  II 


INTRODUCTION  TO  THE  GUARANTEED  STUDENT  LOAN  PROGRAM 
1.       INITIATION  OF  THE  GSLP 

The  Federal  Insured  Student  Loan  Program  and  the  State 
and  private  guarantee  agency  programs  are  collectively  known 
the  Guaranteed  Student  Loan  Program  (GSLP) .    For  many  student 
guaranteed  student  loans  will  be  the  only  available  student 
aid.    For  many  it  will  supplement  other  forms  of  aid.  Any 
student,  regardless  of  family  income  who  wishes  to  finance 
his  education  by  borrowing,  may  apply  from  one  of  the  nearly 
19,500  eligible  lending  of f ices . throughout  the  country. 
Approximately  8,200  educational  institutions,  both  within 
and  outside  of  the  United  States,  may  be  attended  under  this 
program.    This  is  the  only  program  of  general  assistance 
available  to  all  students. 

A.       Authorizing  Legislation  for  the  GSLP 

Title  IV,  Part  B  of  the  Higher  Education  Act  of  1965 
(P.L.  89-329),  authorizes  a  program  of  low  interest, 
deferred  repayment  loans,  utilizing  private  capital,  to 
help  students  finance  their  postrflecondary  education.  The 
law  authorizes  Federal  payments  to  reduce  student  interest 
costs  and  special  allowances  paid  to  lenders  as  warranted 
by  money  market  conditions  (provided  under  the  Emergency 
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Insured  Student  Loan  Act  of  1969,  P.,L.  91-95)  . 

Under  the  Higher  Education  Act  of  1965,  the  Office  of 
Education  is  authorized  to  provide  a  program  of  Federal 
loan  insurance  for  students  and  lenders  who  do  not  have 
reasonable  access  to  State  or  private  nonprofit  guarantee 
agency  programs.    Upon  default  of  student  borrowers  under  FISLP,  the 
office  of  Education  is  authorized  to  pay  the  lending  institution 
100  percent  of  the  principal  amount  of  the  loss.  The 
Education  Amendments  of  1972  provide  that  all  Federally 
insured  loans  made  under  the  new  legislation  axe  insured 
100  percent  of  the  unpaid  principal  balance  plus  interest, 
whether  or  not  the  loan  qualified  for  Federal  interest 
benefits.    In  the  event  of  death  or  total  and  permanent 
disability,  the  Commissioner  discharges  the  borrower's 
liability  by  paying  the  lender  the  total  amount  owed.    The  law 
also     requires   the  Commissioner  of  Education  to  charge  an 
insurance  premium  of  up  to  one-fourth  of  one  percent  per 
year  on  the  unpaid  principal  amount  of  loans  insured  under 
this  program. 

The  program  includes  loans  made  by  a  State,  insured 
directly  by  the  Federal  Government^  and  loans  guaranteed  by 
State  and   private  nonprofit  agencies.    Most  of  these  latter 
loans  are  reinsured  up  to  80  percent  by  the  Federal 
Government.    Loans  made  by  a  State  (not  insured)  are 
eligible  only  for  the  Federal  interest  subsidy  and  do  not 
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qualify  for  the  spocial  allowance  or  Federal  reinsurance. 
The  law  also  established  a  Student  Loan  Insurance  Fund  — 
from  which  defaults  are  paid  and  into  which  appropriations 
related  to  defaults  and  other  receipts  are  deposited. 

B .  Student  Loan  Insurance  Fund 

The  Student  Loan  Insurance  Fund  was  established  under 
the  Guaranteed  Student  Loan  Program  to  enable  the 
Commissioner  to  pay  defaults  out  of  insurance  premiums, 
defaulted  loan  repayments,  and  other  receipts,  as  well  as 
from  amounts  appropriated  for  this  purpose.  Appropriations 
are  made  to  cover  default  payments  on  both  Federally  insured 
and  Federally  reinsured  loans.    The  liability  of  the  fund 
was  substantially  increased  by  the  Higher  Education  Amendment 
of  1968  which  authorizes  the  Commissioner  to  reinsure  loans 
guaranteed  by  States  and  nonprofit  private  agencies  at  80 

percent  of  the  principal  amount  of  loss  incurred  by  the 
agencies  upon  default  of  student  borrowers. 

C.  Federal  Reinsurance  Program  for  State  and 
Private  Guarantee  Agencies 

The  Higher  Education  Amendments  of  1968  authorized 
the  Office  of  Education  to  reinsure  loans  guaranteed  by 
State  and  nonprofit  private  agencies  to  the  extent  of  80 
percent  of  the  principal  amount  of  the  loss  incurred  by 
the  agency  in  meeting  its  obligation  to  lenders  as  a 
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result  of  default  by  student  borrowers.    One  of  the  principal 
purposes  of  this  amendment  was  to  substitute  Federal  credit  in 
lieu  of  further  advances  to  the  States  pursuant  to  Section  422 
of  the  Act.    The  80  percent  reinsurance  has  the  effect  of 
increasing  the  guarantee  capacity  of  the  agency  by  a  factor  of  five. 

Twenty-six  states  and  the  District  of  Columbia  currently 
have  agreements  to  guarantee  student  l')ans.    Twenty-one  of  these 
agencies  operate  their  programs  directly;  five  have  contracted 
with  United  Student  Aid  Funds,  Inc.,  a  private  nonprofit  agency, 
to  administer  their  programs.    Twenty-five  of  these  agencies 
also  have  reinsurance  agreements . 

In  the  case  of  loans  guaranteed  by  State  and  private 
nonprofit  agencies,  the  guarantee  agency  requires  diligent 
collection  efforts  on  the  part  of  the  lender  prior  to  paying 
claims.    After  default  the  agency  has  the  responsibility  to 
recover  the  loss.    Eighty  percent  of  the  payments  made  by 
defaulted  borrowers  to  the  agency  are  returned  to  the  Federal 
Government.    The  Federal  Government  has  no  direct  responsibility 
for  making  collections  on  these  loans.    The  agreement  providing 
for  reinsurance  of  guaranteed  loans  includes  standards  to  be  met 
by  the  guarantee  agency.    Program  reviews  are  conducted  to  assure 
that  they  are  conducting  their  programs  according  to  the  terms  of 
the  Office  of  Education's  agreement  with  them. 
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OPERATION  OF  THE  GUARANTEED  STUDENT  LOAN  PROGRAM 

The  operacion  of  the  GSLP  may  be  viewed  as  a  process 
that  begins  when  a  student  qualifies  for  a  loan  and  ends 
when  the  student  has  either  repaid  his  total  financial 
obligation  to  the  holder  of  the  loan  note  or  when  the  loan 
becomes  uncollectible.     In  the  course  of  these  events  the 
student  borrower  can  have  several  statuses  that  determine 
both  the  amount  of  interest  paid  by  the  U.S.  Office  of 
Education  (OE)  to  the  lending  institution  and  the  claim 
amount  paid  by  OE  to  the  lender  on  behalf  of  the  borrower. 

DESCRIPTION  OF  THE  GSLP  FLOW  PROCESS 

The  conceptual  GSLP  flow  chart  illustrated  in  Exhibit 
III~1,  following  this  page,  shows  that  the  progress  of  the 
student  loan  tl'irough  the  GSLP  can  be  viewed  as  a  statistical 
network  flow  process  consisting  of  four  general  phases. 
Within  each  phase  there  are  a  number  of  alternate  routes  that 
eventually  lead  to  either  repayment  of  the  loan  or  default 
and  eventual  collection  by  OE.    The  flow  chart  represents  a 
configuration  of  the  entire  loan  transaction  process  for  the 
GSLP  and  has  been  used  in  developing  the  GSLP  cash-Ilow  esti- 
mation  model.    Since  changes  in  loan  status  are  the  principal 
determinants  of  OE's  fiscal  obligation,  any  change  in  the 
amounts  in  different  loan  statuses  directly  influences  the 
degree  of  OE's  fiscal  liability. 
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A.      Loan  Acquisition 

The  Loan  Acquisition  Phase  begins  when  

the  suudent  gains  admission  to  a  participating 
post-secondary  institutiofT  and  receives  a  loan 
coitimitment  from  a  guarantee^gency  or  loan 
approval  from  a  lending  institution. 

An  approved  loan  is  disbursed  to  the  student  during  or  prior 
to  the  academic  school  year.    The  loan  may  be  disbursed  in 
one  payment  or  multiple  installments  during  the  academic 
year.    A  loan  commitment  is  usually  open  for  the  academic 
year  and  the.  loan  can  be  disbursed  at  any  time.    If  the 
loan  is  not  disbursed  during  the  academic  year,  the  com- 
mitment lapses. 

At  the  time  of  disbursement  an  insurance  premium  of 
1/4  of  1%  is  levied  upon  the  loan  (FISL?) .    The  insurance 
premium  is  calculated  by  multiplying  the  loan  amount  by  a 
factor  reflecting  the  l/47o  rate  by  the  number  of  months  it 
will  take  the  student  to  complete  his  program  plus  the  normal 
one  year  grace  period.    A  first  year  student  enrolled  in  a 
2  year  program,  for  example,  would  be  expected  to  pay  the 
premium  for  a  3  year  period. 

The  acquisition  of  a  Guaranteed  Student  Loan  involves 
the  coordination  of  efforts  by  a  variety  of  individuals  and 
groups  including  the  educational  institution,  the  lending 
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institution  and  the  Loan  Guarantee  Agency.    Exhibit  III-2, 
preceding  this  page,  illustrates  the  steps  involved  in  acquiring 
a  loan  commitment.    The  student  must  first  gain  acceptance  to 
one  of  the  8,200  eligible  educational  institutions,  reach  an 
agreement  with  the  school's  financial  counselor  as  to  his 
financial  needs,  and  make  application  for  a  loan  with  one  of  the 
19,500  eligible  lending  institutions.    The  loan  application  is 
then  sent  to  the  appropriate  guaranteeing  agency,  either  State, 
private,  or  Federal,  for  approval  for  insurance.    The  lending 
institution  will  make  a  loan  disbursement  for  those  loans  that 
are  approved. 

B.      Active  Student  Phase 

During  the  Active  Student  Phase,  the  student  under  the 
FISLP  and  some  state  programs  pust  carry  at  least  one- 
half  of  the  normal  student  workload  at  the  time  of  the 
initial  loan  disbursement.  ~ 

If  the  student  does  not  commence  the  academic  pro- 
gram, the  disbursed  loan  becomes  immediately  due  and  pay- 
able.    If  the  student  enrolls,  OE  pays  all  interest 
charged  by  the  lender  in  approximately  967o  of  the  loans. 

The  remaining  4%  of  the  loans  are  not  eligible  for  or  have 
waived  interest  benefit  payments  imder  the  program. 

These  interest  benefit  payments  continue  during  the 

grace-period- -the  next  stage  in  the  loan  flow  process. 

C.    .  Grace  Period 

The  Grace  Phase  begins  when  a  student  terminates 
his  education  either  by  graduating,  or  withdrawing 
from  his  educational  program. 

This  is  a  period  of  9  to  12  months  duration  during 
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which  the  repayment  of  the  loan  is  deferred  permitting  the 
ex-student  an  opportunity  to  establish  some  financial 
security.    During  the  grace  period  the  U.S.  Office  of 
Education  continues  to  pay  the  interest  on  the  loan. 

D.       Repayment  Phase 

The  RepayiTient  Phase  begins  upon  the  expiration 
of  the  grace  period »  when  the  loan  automatically 
matures  and  becomes  repaycJ>le  normally  within  a 
5  to  10  year  period. 

The  student,  however,  can  defer  repaying  the  loan 

beyond  the  grace  period  while  he  is: 

On  full-time  active  duty  with  the  Armed 
Forces ; 

A  volunteer  in  the  Peace  Corps;  or 

•        A  full  time  Volunteer  in  Service 
to  America  (VISTA) ; 

Returns  to  an  eligible  school  on  a  full  time  basis. 
Each  student  is  expected  to  make  a  minimum  payment  of  $360 
per  year  upon  the  unpaid  balance  and  interest  of  his  loans. 
If  the  student  defaults,  the  lending  institution  is  reimbursed 
for  100%  of  the  unpaid  balance  on  FISLP  loans  to  March  1,  1973 
and  100%  of  the  principal  and  interest  since.    On  state  agency 
loans  the  lender  is  reimbursed  anywhere  from  80  to  100%  of  the 
unpaid  principal  balance.    For  those  loans  insured  under  the  FISLP, 
the  Office  of  Education  becomes  the  creditor.    For  those  loans 
insured  under  State  and  private  nonprofit  guarantee  agency  programs, 
the  State  or  private  agency  becomes  the  creditor,  but  will  be 
reimbursed  by  the  Federal  government  for  80%  of  the  unpaid  loan 
amount  for  those  loans  that  have  been  reinsured  under  the 
Federal  Reinsurance  Program. 
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E.       Terminal  Status 


If  the  repayment  of  the  loan  is  made  on  schedule,  the 
borrower  discharges  his  obligation  by  paying  his  loan  in 
full. 

Those  borrowers  who  default  during  the  repayment  period 

and  whose  claims  are  paid  by  the  Office  of  Education  through 

the  purchase  of  their  loans  are  still  expected  to  make  repayment. 

The  OE  regional  office  personnel  make  persistent  efforts  to 

collect  on  defaulted  loans  by  following  the  practices  and 

procedures  set  forth  in  the  Federal  Claims  and  Collection 

Act  of  1966.    However,  some  of  the  loans  or  loan  amounts 

become  uncollectible.    Thus,  there  can  be  several  terminal 

loan  statuses; 

•         loans  paid  in  full  and  received  by 
the  lenders,  or  collected  by  OE,  or 

.         loans  or  loan  amounts  uncollected. 

bankruptcy,  death,  or  total  and  permanent 
disability. 

In  the  usual  case  the  student  loan  progresses  through 
the  stages  shown  in  Exhibit  III-I,  in  the  order  listed^ 
but  occasionally  different  transitions  from  stage  to  stage 
may  occur.    For  example,  a  student  may  receive  a  loan  dis- 
bursement following  acceptance  at  an  institution  and  yet 
decide  not  to  go  to  school,  in  which  case  the  loan 
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becomes  imnicdlately  repayable.    Tranaltlon  into  the 
iincollectable  status  may  occur  at  ewy  time  due  to  death, 

% 

m 

disability,  or  bankruptcy  of  the  borrower.  Transitions 
from  default  status  into  repayment  status  can  also  take 
place  when  a  lender  repurchases  a  loan  from  the  Office 
of  Education  so  that  a  delinquent  borrower  can  resume 
making  scheduled  loan  repayments,  thus  renewing  his 
credit  with  the  lender. 

Attempts  are  made  to  collect  loans  in  default  status. 
If  the  borrower  is  responsive  to  his  obligation,  there  is 
a  transition  to  the  collection  status.    If  the  borrower 
remains  unresponsive,  the  loan  assumea  an  uncollectable 
status . 

This  description  of  the  operation  of  the  6SLP  flow 
process  is  followed  in  Chapter  IV  with  an  explanation  of 
the  Federal  Insured  Student  Loan  Program. 
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CHAPTER  IV 

THE  FEDERAL  INSURED  STUDENT  LOAN  PROGRAM  (FISLP) 


Under  the  Education  Ammendments  of  19"'?.  (P.L.  92-318), 
effective  March  1,  1973,  students  apply  for  Federal  interest 
benefits  by  submitting  to  the  lender  a  recommendation  by  the 
educational  institution  as  to  the  amount  needed  by  the  student 
to  meet  his-  educational  costs.    After  considering  the  recommendation, 
the  lender  determines  the  amount  of  the  loan  and  whether  it 
qualifies  for  Federal  interest  benefits.    For  these  students 
the  Federal  Government  pays  the  lender  the  total  interest  due 
prior  to  the  beginning  of  the  repayment  period  and  during  the 
authorized  periods  of  deferment.    Students  not  eligible  for 
Federal  interest  benefits  may  still  apply  for  a  loan  but  have 
to  pay  their  own  interest.    Since  December  15,  1968,  during 
the  repayment  period,  all  students  are  responsible  for  paying 
total  interest  charges  up  to  a  maximum  of  7  percent.    On  loans 
disbursed  before  December  15,  1968,  the  Federal  interest  payment 
is  3%  on  the  unpaid  principal  balance  and  the  borrower  pays  the 
remainder  of  the  interest  (either  3  or  A%) . 

On  loans  disbursed  prior  to  December  15,  1968,  Federal 
liability  to  pay  interest  benefits  terminates  upon 
default,  bankruptcy,  death,  and  total  and  permanent  dis- 
ability.   On  loans  disbursed  on  or  after  December  15,  1968, 
the  Federal  Government  will  pay  the  total  interest  in  cases 
of  death  or  total  and  permanent  disability,  even  when  the 
student  was  not  eligible  for  Federal  interest  benefits. 
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THE  FEDERAL  INSURED  STUDENT  LOAN  PROGRAM  (FISLP) 
1.     SCOPE  OF  THE  FISLP. 

The  FISLP  operates  in  those  States  which  do  not 
administer  their  own  guaranteed  loan  program  and  where 
there  is  no-  other  nonprofit  agency  administering  such 
loans.    In  these  cases  the  FISLP  insures  loans  made  by 
particip.^ting  lending  institutions  such  as;  commercial 
banks,  savings  and  loan  associations,  credit  unions, 
insurance  companies,  pension  funds,  and  eligible 
educational  institutions.     The  Act  authorizes  Federal 
insurance  for  lenders  operating  on  an  interstate  basis  for 
students  who  by  virtue  of  their  residency  do  not  have  access 
to  a  State  program. 

A.  Interest  Benefits 

While  the  student  is  in  school,  during  the  maximum  12~month 
grace  period,  and  during  periods  of  authorized  deferment,  the 
Federal  government  pays  the  total  interest  up  to  the  maximum 
7  percent  on  loans  which  qualify  for  such  a  subsidy.  Through 
February  28,  1973,  students  whose  adjusted  family  income  wav 
less  than  $15,000  per  year  qualified,  for  the  subsidy. 
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Under  the  Education  Ammendments  of  197?.  (P.L.  92-318), 
effective  March  1,  1973,  students  apply  for  Federal  interest 
benefits  by  submitting  to  the  lender  a  recommendation  by  the 
educational  institution  as  to  the  amount  needed  by  the  student 
to  meet  his  educational  costs.    After  considering  the  recommendation, 
the  lender  determines  the  amount  of  the  loan  and  whether  it 
qualifies  for  Federal  interest  benefits.    For  these  students 
the  Federal  Government  pays  the  lender  the  total  interest  dne 
prior  to  the  beginning  of  the  repayment  period  and  during  the 
authorized  periods  of  deferment.    Students  not  eligible  for 
Federal  interest  benefits  may  still  apply  for  a  loan  but  have' 
to  pay  their  own  interest.    Since  December  15,  1968,  during 
the  repayment  period,  all  students  are  responsible  for  paying 
total  interest  charges  up  to  a  maximum  of  7  percent.    On  loans 
disbursed  before  December  15,  1968,  the  Federal  interest  payment 
is  3%  on  the  unpaid  principal  balance  and  the  borrower  pays  the 
remainder  of  the  interest  (either  3  or  4%) . 

On  loans  disbursed  prior  to  December  15,  1968,  Feaeral 
liability  to  pay  interest  benefits  terminates  upon 
default,  bankruptcy,  death,  and  total  and  permanent  dis- 
ability.   On  loans  disbursed  on  or  after  December  15,  1968^ 
the  Federal  Government  will  pay  the  total  interest  in  cases 
of  death  or  total  and  permanent  disability,  even  when  the 
student  was  not  eligible  for  Federal  interest  benefits. 
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B.      Special  Allovance 

The  Emergency  Insured  Student  Lean  Act  of  1969  (P.L. 
91-95)  provides  for  payment  of  "Special  Allowance"  to 
lenders  when  the  Secretary  of  Healths  Education,  and 
Welfare  determines  that  economic  conditions  are  impeding 
or  threatening  to  impede  the  fulfillment  of  the  purpose  of 
the  program  or  that  the  return  to  the  lender  is  less  than 
equitable.    This  rate  may  not  exceed  three  percent  per 
annum  on  the  average  quarterly  unpaid  principal  balance  of 
loans  made   on  or  after    August  1,  1S69. 

C  ,      •  Administrative  Cost  Allowance  (ACA) 

Where  State  usury  laws  or  State  guarantee  agency 
enabling  laws  do  not  permit  the  7  percent  interest  rate, 
wiie  ACA  provides  for  the  payment  of  up  to  1  percent  per 
ye«ir  on  outstanding  loans. 

D ,       Maximum  Amounts  of  Loans 

The  Education  Amendments  of  1972  (P.L.  92-318)  increased 
the  maximum  loan  per  academic  year  from  $1#500  to  $2,500. 
The  maximum  total  loans  outstanding  for  graduate  and  professional 

students  was  increased  from  $7,000  to  $10,000  (including  loans 

as  an  undergraduate) . 
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E.       Coverage  of  Loan  Guarantee 


These  amendments  also  provide  that  all  Federally 
insured  loans  made  under    're  new  legislation  are  insured 
100  percent  of  the  unpaid    rincipal  balance  plus  interest, 
whether  or  not  the  loan  qualified  foi  Federal  interest 
benefits. 

2.       OPERATION  OF  THE  FISLP 

A.  Eligibility 

Any  student  may  apply  who  has  been  accepted  for 
enrollment  in  an  eligible  school  or  who  is  already  in 
attendance  and  in  good  standing,  and  who  is  a  citizen  or 
national  of  the  United  States  or  is  in  the  United  States 
for  other  than  a  temporary  purpose.     The  student  must  also  be 
carrying  at  least  one-half  the  normal  full-time  workload  as 
determined  by  the  institution. 

B,  Loan  Applications 

Applications  for  student  loans  are  available  from  lenders, 
schools,  and  regional  offices  of  the  Office  of  Education. 
The  school  must  complete  a  portion  of  this  application  certifying 
the  amount  of  loan  needed  by  the  student  and  verifying  the  student's 
enrollment,  his  costs  and  academic  standing.    If  the  lender  agrees 
to  make  the  loan,  approval  must  be  obtained  by  the  appropriate 
agency. 
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C.      Repayment  Period 


The  repayment  period  begins  from  nine  to  twelve  months 
after  the  student  graduates  or  withdraws  from  school. 
Repayment  is  normal.'.y  made  in  equal  installments  within 
a  five  to  ten  year  period.    However,  the  student  is  required 
to  pay  a  minimum  of  $360  per  year  on  all  guaranteed  loans 
he  has  received,  which  may  reduce  the  repayment  period 
below  the  minimum  5  year  term.    Loans  may  be  prepaid  at  any 
time  without  penalty. 

Repayment  may  be  deferred  for  up  to  3  years  while  the 
borrower  is  a  member  of  the  Armed  Forces,. a  full-time 

y 

volunteer  in  the  Peace  Corps  or  VISTA,  or  for  any  period 
during  which  he  returns  to  a  full-time  course  of  study  at 
an  eligible  school.    The  borrower  is  encouraged  to  make  at 
least  partial  payment  •  during  such  periods  of  deferment  in 
order  to  reduce  the  principal  amount  of  the  loan.  Payment 

of  Federal  interest  benefits  continues  during  authorized 

periods  of  deferment. 
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D.      Collection  of  Unpaid  Loans 

The  lender  must  exercise  reasonable  care  and  diligence  both 
in  the  making  and  collection  of  loans.    In  the  event  the  borrower 
dies  or  becomes  totally  and  permanently  disabled,  the 
government  reimburses  the  lender  for  the  total  amount  owed. 
No  subsequent  efforts  are  made  to  recover  these  losses 
either  from  the  borrower  or  his  estate.    In  the  event  of 
bankruptcy,  limited  efforts  are  made  to  obtiiia  reaffirmation 
of  the  debt  and  some  borrowers  have  reaffirmed  their  debt 
after  discharge  in  bankruptcy.    However,  in  the  event  the 
borrower  defaults  on  his  obligation,  the  lender  is  required 
to  make  all  reasonable  efforts  to  effect  collection  before 
filing  a  claim  with  the  government  for  reimbursement  of  his 
loss.    If  it  is  determined  that  the  lender  has  not  exercised 
such  diligence,  the  claim  is  returned  for  further  effort  or 
in  some  cases,  ruled  ineligible  for  payment  due  to  lender 
negligence.    The  government  provides  lenders  with  preclaim 
assistance  which  has  resulted  in  many  delinquent  accounts 
being  returned  to  gopd  standing. 
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CHAPTER  V 

GROWTH  OF  THE  FEDERAL  INSURED  STUDENT  LOAN  PROGRAM 


From  its  inception  in  FY  1968,  to  FY  1972,  lAe  PISLP 
experienced  a  rapid  rate  of  growth  in  terms  of  disbursed 
loans.    In  FY  1973,  the  growth  rate  decreased.    Exhibit  V-1, 
following  this  page,  illustrates  that  the  number  of  loans 
to  students  and  the  value  of  these  loans  has  increased 
each  year  through  FV  1972.    In  FY  1973,  the  number  of  loans 
and  the  amount  of  money  loaned  decreased  for  the  first 
time  in  the  life  of  the  program.    The  number  of  loans 
declined  by  13%  in  FY  1973  from  the  FY  1972  level.  In 
spite  of  the  fact  that  the  amount  of  the  average  loan 
increased  from  $943  to  $966  between  Fiscal  Years  1972  and 
1973,  the  total  amount  of  money  borrowed  declined  by  11%  to 
approximately  $557  million. 
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EXHIBIT  V-1 


NUMBER  AND  DOLLAR  VALUE  OF  LOANS  D.KS3URSEDf 


Federal  Insured  Student  Loan  Program 


#  of  Loans 
In  Thousands 


1968      1969      1970      1971       1972  1973 


Fiscal 
Year 

1968 

1969 

1970 

1971 

1972 

1973 


No.  of 
Loans 

65.125 

221,920 

329.225 

465.907 

664.821 

576,720 


FISCAL  LOAN  YEAR 

%Change  from  Value 
Previous  Year  $  (OOP) 


$  Value 
In  Millions 


+  241 
+  48 
+  42 
+  43 
-  13 


48,299 
180,140 
293,803 
439,793 
626,631 
557,105 


%Changp  from 
Previous  Year 


+  273 
+  63 
+  50 
+  42 
-  11 


^Source:    100%  sample  -  June  30,  1973 
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LOAN  VOLUME  ANALYSIS  BY  PARTICIPATING 

LENDERS  AND  EDUCATIONAL  INSTITUTIONS  (FISLP)  " 

1.       LENDING  INSTITUTIONS 

National  and  state  banks  have  lent  approximately  69 
percent  of  the  FISLP  loan  volume, 

_  The  student  can  negotiate  a  loan  agreement  with  one 
of  the  following  lending  institutions:    national  banks, 
state  banks,  savings  and  loan  associations,  credit  unions, 
vocational  educational  institutions,  higher  educational 
institutions,  insurance  companies,  and  state  governments^ 
as  is  shown  in  Exhibit  III-2.    The  most  frequent  holder 
of  Federally  Insured  student  loans  are  national  banks, 

followed  by  state  banks.    Together,  national  and  state 
banks  own  approximately  69%  of  all  loan  note  values  insured 
by  the  Federal  program.^    Most  of  the  other  lenders  have 
been  other  financial  institutions  such  as  savings  and  loans 
associations  and  credit  unions,  which  together  have  accounted 
for  almost  13%  of  the  loans* 


Office  of  Education,  Division  of  Insured  Loans,  "Federal 
Insured  Student  Loan  Program:    New  Loans  By  Type  of  Lender 
through  March  31,  1973."    August  8,  1973. 
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The  remaining  Federally  insured  loans  have  been 
financed  by  institutions  of  higher  education,  insurance 
companies,  credit  unions  and  state  governments.    It  should 
be  noted  that  the  information  in  the  Loan  Control  Master 
File  (LCMF)  about  the  lending  institution  pertains  only  to 
the  current  owner  of  the  student  loan  note.    Whenever  a 
loan  is  sold,  the  LCMF  is  updated  and  the  original  or 
previous  lending  institution  identification  is  removed. 
Consequently,  the  identity  of  the  original  lender  is  lost. 


2 .       LOAN  DISBURSEMENTS  BY  ACADEMIC  PROGRAM  OF  SCHOOL 
ATTENDED  BY  STUDENT  BORROWERS.  ~~ 

Student  borrowers  at tend  a  wide  variety  of  academic 
programs  in  over  8^200  Post -Secondary  institutions? 

When  the  Federal  program  began  operating  in  1967, 
few  restrictions  were  placed  upon  the  type  of  educational 
programs  in  which  a  student  might  enroll  to  qualify  for 
an  insured  loan.    Students  still  have  this  freedom  of 
choice.    Information  about  the  various  academic  programs 
described  in  the  Accrediting  and  Institutional  Eligibility 
Staff  Pile  (AIES)  has  been  used  to  construct  the  four 
basic  academic  programs  listed  below: 
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College  and  University  Programs  -  that 
lead  to  baccalaureate I  professional  and 
graduate  degrees. 

Junior  College  and  Institute  Programs  -  that 
lead  to  a  two-year  associate  degree i  or  in 
the  case  of  nursin^f  programs ,  a  diploma  in 

* 

three  years. 
.       Specialized  and  Vocational  Programs  -  of 

varying  duration  that  may  be  taken  in  resi- 
dence or  by  correspondence.    They  include 
semi-professional  and  technical  training  in 
a  variety  of  areas  including  business, 
trades/  cosmetology i  and  data  processing. 
Unknown  Academic  Programs  -  that  have  not 
been  specifically  identified  in  the  .«AIES 
File  or  could  have  been  miscoded.    This  category 
may  include  any  of  the  three  programs  listed 
above  as  well  as  other  kinds  of  academic  pro- 
grams which  are  not  classified  above. 

A.      Distribution  of  Loan  Volume  by  Academic 
?rogram. 


Over  58%  of  all  loan  disbursements  under  the 
Federal  Program  have  gone  to  students  attending 
colleges  and  universities ♦ 

Exhibit  VI-lA  and  VI-lB,  following  this  page,  illustrate 
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EXHIBIT  VI- lA 


CUMULATIVE  LOAN  DISBURSEMENTS  BY  ACADEMIC  PROGRAM* 

Federal  Insured  Student  Loan  Program 

Percent  Distribution 
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EXHIBIT  VI-IB 


CUMULATIVE  LOAN  DISBURSEMENTS  BY  ACADEMIC  PROGRAM* 


Federal  Insured  Student  Loan  Program 


Dollar  Value  in  Millions 


Unknown  Program 


Junior 
Colleges  5 
Institutes 


♦Source:    100%  sample  -  June  30,  1973 
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the  distribution  of  the  loan  volume  among  the  four  academic 
programs  previously  listed.    Loans  to  college  and  university 
students  have  amounted  to  approximately  $1.2  billion, 
or  56%  of  all  the  loans  disbursed  under  the  Federal  Insured 
Student  Loan  Program. 

The  next  major  share  of  the  loan  volume,  $677  million, 
or  32%  of  the  total  volume,  was  generated  by  students 
enrolled  in  specialized  and  vocational  training  progreuns. 

Students  enrolled  in  junior  colleges  and  institutes 
received  $148  million  in  loans,  or  approximately  7%  of 
all  monies  disbursed  between  Fiscal  Years  IV^yQ  and  1973. 
Finally,  5%  of  the  loans  were  made  to  students  enrolled 
in  academic  programs  which  cannot  be  identified  through  the 
AIES  File. 

B.      Growth  of  Loan  Volume  Disbursement  By  Academic 
Program. 

In  FY  1973  the  amount  of  money  disbursed  by 
the  FISLP  declined  for  the  first  time. 

Until  FY  1972,  both  the  number  and  amount  of 
Federally  insured  student  loans  increased  significantly, 
showing  growth  and  expansion  for  the  FISLP  among  all  types 
of  academic  programs.    Exhibit  Vl-2,  following  this  page, 
shows  the  growth  of  the  disbursed  loan  monies  for  each 
academic  program.    The  total  annual  volume  increased  from 
$48  million  in  FY  1968  to  over  $620  million  in  FY  1972. 


VI-6 


BESt  COPY  mWMAl 


CM 
I 


H 


u 

O 
M 

a 

o 
•J 

■p 

c 

0) 

:3 

<0 

13 
0) 
M 

:j 

(A 

a 

H 


M 
(L) 

13 
0) 

Fx4 


(0 

■P 
C 
H 


I 


o  u 
c  to 
^  o 


0) 

N  a 

•H  O 
i-H  TJ  -H 

nJ  a  4-1 

•H  cO  <tf 

O  O 

0)  O 

a  > 

CO 


00 


o 

CO 

in 

O 

o 

H 

00 

o 

VO 

CO 

CO 

CN 

ui 

i-H 

CNJ 

VO 

m 

o 

00 

o 

ON 

00 

vO 

o 

in 

CO 

ON 

H 

H 

cs 

I 

O  13  0) 

■p 

W  -H 
»-}  i-H  H 


O 


C  0) 
■p 

(A 

0)  W 
bO  U 
0)  0) 
rH  > 

9  £ 

O  t3 


W  0) 
•H  >^ 


cs 

>3- 

VO 

o 

SO 

CO 

00 

00 

.  o> 

i-H 

i-H 

CS 

CS 

CO 

<S 

in 

Vi- 

es 

CO 
cs 


00 


in 

VO 

i-H 

00 

o 

H 

m 

<r> 

en 

00 

at 

VO 

rH 

iTi 

o 

m 

CO 

so 

o 

CM 

CO 

o 

m 

00 

rH 

CS 

CO 

St 

CO 

St 

CO 

VO 

CM 

o\ 

m 

cs 

m 

CO 

o 

o 

o 

o 

rH 

es 

o 

ft 

ft 

ft 

n 

ft 

so 

VO 

VO 

rH 

00 

CO 

CO 

00 

St 

CS 

rH 

rH 

cs 

CO 

CM 

00 

ON 

O 

rH 

CM 

CO 

VO 

VO 

rv 

c^ 

c^ 

CJN 

ON 

ON 

rH 

rH 

H 

rH 

rH 

rH 

ft 


CM 


o 
a> 
c^ 
ft 

o 
cs 

rH 

in- 


I 


o 

CM 


VO 


ON 
VO 
CO 

ft 


■co- 


ed 
■p 
o 

H 


CO 

ON 


o 

CO 


I 

0) 
rH 


O 
O 


0) 

u 

CO 


t 

ERIC 


VI-7 


In  FY  1973,  however,  the  total  amount  of  loans  insured 
by  the  Federal  program  declined  to  approximately  $557 
million,  a  drop  of  11%  or  approximately  $7C  million 
from  the  previous  year.    In  FY  1973,  college  and  university 
student  loans  dropped  by  $43  million,  almost  13.5%,  while 
loan  disbursements  to  junior  college  and  institute  students 
were  off  by  approximately  14%.    Similarly,  disbursements  to 
specialized  and  vocational  students  showed  a  decrease,  with 
a  drop  of  almost  10%  or  $24  million. 

It  will  be  noted  in  a  later  chapter  that  loan  volume  of 
State  agencies  grew  only  slightly  in  FY  1972,  and  like  the 
Federal  program,  actually  declined  in  FY  1973. 

C.      Distribution  of  Loans  By  Academic  Program 

Between  FY  1968  and  FY  1973  the  number  of  loans 
disbursed  to  specialized  and  vocational  students 
increased  dramatically  from  5  percent  to  36  percent 
of  all  FISLP  loans,  while  the  proportion  of  loans 
to  college  and  university  students  declined  from 
77  percent  to  53  percent. 

When  the  FISLP  was  established  in  1968,  approximately 
77%  of  the  loans  went  to  college  and  university  students.  The 
program  functioned  primarily  as  a  conduit  for  loans  to  bacca- 
laurate,  professional  and  graduate  students.    Not  until  FY  1971 
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was  there  a  dramatic  change  in  the  distribution  of  loans 
among  the  three  academic  programs  described  in  this  report. 

Exhibit  VI~3,  following  this  page,  illustrates  the 
changing  distribution  of  loans  among  these  academic  programs. 
Between  Fiscal  Years  1968  and  1973,  the.  proportion  of  loans 
to  college  and  university  students  declined  from  approximately 
77%  to  53%.    Although  the  proportion  of  loans  distributed  to 
college  and  university  students  declined  substantially,  the 
number  of  these  loans  increased  from  approximately  50 i 000 
in  FY  1968  to  302,000  in  FY  1973,  as  shown  in  Exhibit  VI-4, 
following  Exhibit  VI-3. 

The  decline  in  the  proportion  of  loans  to  college 
and  university  students  can  be  attributed  to  the  growth 
of  the  FISLP  among  students  attending  vocational  and  special- 
ized schools.     The  dramatic- increase  in  loans  to  vocational 
students  can  be  explained  by  changes  made  in  Title  IV  of 
the  Higher  Education  Act  in  1968.  These  changes  merged  an  earlier 
guaranteed  program  of  loans  to  vocational  students  with  the  Higher 
Education  Act  and  provided  for  Federal  insurance  of  interstate  lenders. 
In  FY  1968,  specialized  and  vocational  students  accounted  for  only 
3,361  loans,  or  b%  of  all  loans  made  in  that  year.     In  FY  1972,  loans 
to  specialized  and  vocational  students  peaked  at  235,384  loans, 
or  35%  of  all  loans  made.     In  FY  1973,  however,  the  proport- 
ion of  loans  to  specialized  and  vocational  students  increased 
to  36%,  or  209,371  loans.    Throughout  this  period,  the  number 
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EXHIBIT  VI-3 

ANNUAL  DISTRIBUTION  OF  NUMBER  OP  LOANS  BY  ACADEMIC  PROGRAM* 


Federal  Insured  Student  Loan  Program 


Percent 


FISCAL  LOAN  YEAR 


Colleges  &  Universities 
I: :::::::  ij   Junior  Colleges  and  Institutes 


]   Unknown  Program 


Specialized  and  Vocational 


■^Source:     1007o  sample  -  June  30,  1973 
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of  loans  to  junior  college  and  institute  students  remained 
at  a  level  between  B%  and  12^  annually. 


D.      Average  Loan  Mount  by  Academic  Program 

> 

The  average  amount  borrowed  by  students  in  . 
each  academic  program  increased  substantially 
between  Fiscal  Years  1968  and  1973.    There  Is 
a  substantial  difference  in  the  average  amounts 
lent  to  studefits  in  different  academic  programs. 

Exhibit  VI-5,  following  this  page,  illustrates  that 
the  average  amount  loaned  to  students  in  the  three  acadeiuic 
programs  has  shown  a  marked  increase  between  Fiscal  Years 
1968  and  1973.    The  average  loans  to  specialized  and  vocation- 
al students  increased  20%  from  $866  in  FY  1968  to  $1,042  in 
FY  1973  (peaking  at  $1,044  in  1971).    The  average  loan  to 
college  and  university  students  increased  nearly  25%,  from 
$738  in  FY  1968  to  $920  in  FY  1973.     The  greatest  increase 
in  average  loan,  however,  has  b^en  to  junior  college  and 
institute  students.  The  average  loan  to  these  students 
increased  by  approximately  39%  between  Fiscal  Years  1968 
and  1973,  from  $695  to  $968. 

The  difference  between  average  loans  to  students  enrolled 
in  different  academic  programs  is  noticeable.    In  FY  1973, 
for  example,  the  average  loan  to  specialized  and  vocational 
students  was  $1,042  or  approximately  8%  greater  than  the 
average  $968  lent  to  junior  college  and  institute  students. 
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EXHIBIT  VI- 5 


AVERAGE  LOAN  AMOUNT  BY  ACADEMIC  PROGRAM* 
Federal  Insured  Student  Loan  Program 


Doll ars 

1200 

1150 

• 

1100 

- 

1050 

1000 

• 

950 

900 

850 

800 

750 

700 

1968      1969     1970     1971       1972  1973 

FISCAL  LOAN  YEAR 


Specialized  & 
Vocational 


Colleges  & 
Universities 


Jr.  Colleges  6e 
Institutes 


5-  $  866 
■  738 

695 


AVERAGE  LOAN  AMOUNT 

902       956    1,044      1,029  1,042 

804       887       911        899  920 

766       829       822         805  968 


^Source:     100%  sample  -  June  30,  1973 
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3.       LOAN  DISBURSEMENTS  BY  SCHOOL  OWNERSHIP 


Students  who  borrow  money  under  the  FISLP  not  only 
pursue  different  kinds  of  academic  programs >  but 
also  attend  institutions  with  varied  ownership 
patterns . 

Four  Types  of  institutional  ownership  patterns  have 
been  identified  below; 

Public  Schools  -  that  are  operated  by  local 
and  state  authorities^ 

Private  Schools  -  that  are  owned  by  private r 
non-profit  corporations . 

Proprietary  Schools  -  that  are  privately  owned 
and  are  profit-making  enterprises. 
Unknown  Ownership  -  ownership  classification  which 
has  not  been  specifically  Identified  in  the  program 
data  or  which  has  been  miscoded. 

A.      Cumulative  Loan  Disbursements  by  Institutional 
Ownership, 

Over  one-half  of  the  loan  monies  disbursed  by 
the  FISLP  has  gone  to  students  attending  public 
institutions . 

Exhibits  VI-6A  and  VI-6B,  following  this  page,  illustrate 
that  $1,007  million  or         of  all  monies  loaned  by  the  FISLP 
between  Fiscal  Years  1968  and  1973  have  gone  to  students 
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EXHIBIT  VI-6A 

CUMULATIVE  LOAN  DISBURSEMENTS  BY  INSTITUTIONAL 

OWNEHlSHIP  * 

Federal  Insured  Student  Loan  Prpgram 
Percent  Distribution 


■(■Source:    100%  sample     June  30,  1973 


o 
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EXHIBIT  VI- 6B 

CJ-  iULATIVE  LOAN  DISBURSEMENTS  BY  INSTITUTIONAL 

OWNERSHIP* 

Federal  Insured  Student  Loan  Program 
Dollar  Value  in  Millions 


♦Source:    lOOX  sample  -  June  30,  1973 
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enrolled  in  institutions  controlled  by  the  Public  sector. 
The  next  major  share  of  the  PISLP  dollar  has  gone  to  stu- 
dents attending  proprietary  institutions.  Proprietary 
students  accounted  for  $649  million  or  30%  of  the  loan 
disbursements.    Students  attending  private  institutions 
have  borrowed  $378  million  or  18%  of  the  loan  disburse- 
ments.   Students  attending  institutions  with  unknown 
ownership  have  accounted  for  5%  of  the  disbursement  or 
$113  million.    These  schools  have  not  been  specifically 
identified  in  the  program  data  or  have  been  miscoded.  This 
category  may  include  schools  owned  by  public,  private  or 
proprietary  groups. 

B.      Annual  Loan  Disbursements  by  Institutional 
Ownership. 


In  FY  1973  the  amount  of  money  disbursed 
to  students  attending  public/  private  and 
proprietary  institutions  declined  from  their 
FY  1972  levels.  '  ;  

The  amount  of  money  disbursed  to  public,  private  and 
proprietary  students  increased  each  year  through  FY  1972. 
In  FY  1973,  however,  the  amount  of  money  loaned  to  students 
at  these  institutions  declined  i'or  the  first  time.    We  see 
in  Exhibit  VI-7,  following  this  page,  that  the  amount  of 
money  loaned  to  public  school  students  increased  from 
almost  $30  million  in  FY  1968  to  $270  million  in  FY  1972. 
In  FY  1973  the  loans  to  public  students  dropped  approximately 
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18%  to  $221  million.    A  similar  pattern  can  be  discerned 
among  students  attending  proprietary  schools.  Loans  to  these 
students  rose  to  $237  million  in  FY  1972,  only  to  drop  by 
10%  to  approximately  $214  million  in  FY  1973.    Loans  to 
students  attending  private  institutions  rose  from  $11  milliop 
in  FY  1968  to  $101  million  in  F'jT  1972,  only  to  drop  6%  to 
$95  million  in  FY  1973. 

While  the  total  number  of  loans  from  FY  1968  to  FY  1973 
increased  in  all  categories,  the  percentage  of  the  total 
number  of  loans  decreased  for  students  attending  public 
schools  and  increased  for  students  attending  proprie  ary 
schools.    Exhibit  VI-8,  following  this  page,  illustrc^.es 
that  the  share  of  loans  that  have  gone  to  public  institutions 
have  been  declining  steadily.      In  FY  196C  students  at  public 
institutions  accounted  for  65%  of  all  Federally  insured  loans. 
This  share  declined  to  43%  in  FY  1973.    Exhibit  VI-9,  follow- 
ing Exhibit  VI-8,  illustrates  that  although  the  proportion 
of  loans  to  students  attending  public  institutions  declined, 
the  number  of  these  loans  increased  from  47,288  in  FY  .1968 
to  264,849  in  FY  1973. 

The  declining  proportion  of  loans  made  to  students 
at  public  institutions  can  be  attributed  to  a  rapid  rise 
in  the  number  of  loans  made  to  students  attending  proprietary 
schools.    In  FY  1968  the  number  of  loans  made  to  proprietary 
students  was  2,918,  or  approximately  4%  of  the  loan  volume 
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EXHIBIT  VI  -8 


DISTRIBUTION  OP  NUMBER  OF  LOANS  BY  INSTITUTIONAL 

•  OWNERSHIP* 

Federal  Insured  Student  Loan  Program 
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^Source:    100%  sample  -  June  30,  1973 

VI-20 


9 


H 

H 
H 
H 

0>  CO 


I 

H 
> 


M 

g 
M 
CO 
M 
Q 

CO 


3 


U 
bQ 
O 
M 

C 
<0 

o 
a 

s 

CO 

♦d 

(0 


u 
•d 

0) 


(0 

o 
H 


o 

I 


0) 
PU 

o 
u 


9) 

u 

P4 


u 

•rl 
H 

I 


(d  H 


in 

o 

in 

H 

o 

CM 

CM 

O 

CS 

CM 

f-i 

ON 

c^ 

00 

in 

H 

ON 

m 

so 

<^ 

CM 

VO 

r*. 

CM 

in 

VO 

CO 

00 

O 

00 

CM 

CO 

o 

CM 

so 

0\ 

in 

CM 

CM 

SO 

CO 

CO 

CM 

00 

OS 

h» 

ON 

l-l 

in 

O 

O 

CM 

CO 

o\ 

L  . 

ON 

CM 

CO 

o 

CM 

00 

o 

r» 

ON 

ON 

iH 

m 

CM 

CM 

o 

CM 

CM 

in 

00 

CM 

00 

CO 

in 

ON 

o 

h» 

in 

fO 

SO 

ON 

o 

r-4 

in 

00 

o 
es 


in 


VO 

o 


ON 


SO 

o 

00 

m 

O 

o 

m 

CO 

ro 

tn 

m 

o 

so 

so 

in 

ON 

CM 

CM 

o 

o 

o 

so 

00 

H 

H 

CM 

CO 

CM 

00 

ON 

o 

CM 

tn 

SO 

SO 

h» 

h» 

h» 

r»- 

<JN 

ON  . 

<^ 

ON 

ON 

ON 

iH 

iH 

H 

H 

iH 

00 

CM 
CM 


ON 

O 
CM 


ON 
00 

00 
CO 

so 


ON 
ON 

o 


so 

CM 

CO 
SO 


u 


CO 
ON 


o 

CO 

I 

f 

0) 


« 

g 

o 


VI-21 


for  that  year.    This  proportion  increased  to  approximately 
15%  in  FY  1970  and  peaked  at  36%  or  209,045  loans  in  FY  19'73. 
The  proportion  of  loans  borrowed  by  students  at  private 
institutions  declined  from  21%  to  16%  of  the  annual  volume 
between  Fiscal  Years  1968  and  1973. 

C.      Aver-^ge  Loan  Amount  By  Institutional  Ownership 

Between  Fiscal  Years  1968  and  1973  the  amount 
of  the  average  loan  has  ueen  rising  among  each 
ownership  group. 

Exhibit  VI-10,  following  this  page,  illustrates  the 
steady  growth  of  the  average  loan  among  the  three  major 
ownership  groups.    The  average  loan  to  students  attending 
public  institutions  has  been  the  most  erratic.    The  average 
loan  to  these  students  rose  from  $714  in  FY  1968  to  $903  in 
FY  1971.    After  a  dip  in  FY  1972,  it  increased  to  $894  in 
FY  1973;  this  was  almost  25%  greater  than  the  $714  loan  of 
FY  1968. 

The  average  loan  to  students  at  private  schools  rose 
from  $803  in  FY  1968  to  $1,006  in  FY  1973,  an  increase  of 
approximately  28%.    The  average  loan  to  proprietary  stu- 
dents rose  approximately  18%  between  Fiscal  Years  1968 
and  1973,  from  $863  to  $1,022. 

In  FY  1973  the  largest  average  loans  were  made  to 
students  in  proprietary  schools,  while  public  school  students 
borrowed  the  smallest  average  amount.    Private  students 

VI -2  2 


EXHIBIT  VI-10 
AVERAGE  LOAN  AMOUNT  BY  INSTITUTIONAL  OWNERSHIP 


Federally  Insured  Student  Loan  Program 
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borrowed  an  average  of  $1,006  in  FY  1973,  13%  greater  than 
the  $89  4  average  loans  secured  by  students  at  public  instit- 
utions. 

4.       LOAN  DISBURSEMENTS  BY  COMBINED  INSTITUTIONAL  OWNERSHIP 
AND  ACADEMIC  PROGRAM  GROUPS^  "~  

Exhibit  VI-11,  following  this  page,  shows  the  distribution 
of  loans  among  the  various  combined  academic  program  and 
institutional  ownership  categories.    The  five  cells  outlined 
in  gray  account  for  almost  91%  of  the  Federally  insured  loans 
made  between  Fiscal  Years  1968  and  1973.     Students  attending 
public  colleges  and  universities,  for  example,  borrowed 
approximately  39%  of  the  Federally  insured  loan  monies.  This 
amounted  to  nearly  $839  million.    The  actual  disbursements 
are  contained  in  Exhibit  VI-12,  following  Exhibit  VI-11, 

The  next  major  recipients  of  student  loans  were  special- 
ized and  vocational  students  enrolled  in  proprietary  instit- 
utions.   They  have  borrowed  approximately  30%  of  the  dis- 
bursed monies,  or  nearly  $630  million.    College  and  university 
students  attending  private  institutions  have  accounted  for 
16.3%  or  over  $349  million  of  the  loan  disbursements.  Junior 
college  and  institute  students  at  public  institutions  have 
borrowed  approximately  $115  million,  5.4%  of  the  disbursed 
loan  monies.     Loans  to  private  junior  college  and  institute 
students  comprised  only  1%*  of  the  total  volume,  or  almost 
$20  million. 
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EXHIBIT  VI- 11 


PERCENT  DISTRIBUTION  OF  LOAN  DISBURSEMENTS 
BY  ACADEMIC  PROGRAM  -  INSTITUTIONAL 
OWNERSHIP  CATEGORIES* 
1968-1973 

Federal  Insured  Student  Loan  Program 


Ownership 


Program 

Public 

Private 

Proprietary 

Unknown 

Total 

Colleges  and 
Universities 

Junior  Colleges 
and  Institutes 

Specialized  and 
^focational 
Schools 

:::39;:i:::::::: 

:::i6:.:3:::;iiii 

0.5 

55.9 

:::::5::4:::::::: 

:::::i:.:0::::::: 

0.4 

0.2 

7.0 

1.8 
0.6 

0.3 

5.0 

31.5 
5.6 

Total 

46.9 

17.6 

30.3 

5.3 

100.0 

♦Source:  100%  sample  -  June  30,  1973 


EXHIBIT  VI- 12 


DISTRIBUTION  OF  LOAN  DISBURSEMENTS 
BY  ACADEMIC  PROGRAM  -  INSTITUTIONAL 
OWNERSHIP  CATEGORIES* 

(In  Thousands  of  Dollars) 
1968-1973 


Federal  Insured  Student  Loan  Program 
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*Source:    100%  sample  -  June  30,  1973. 
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None  of  the  remaining  eight  academic  program/ owner- 
ship groups  accounted  for  more  than  37.  of  the  total  loan 
disbursements.    Most  of  the  analysis  of  maturation  rates 
and  default  claims  rates  in  the  following  chapters  will 
concentrate  on  these  five  educational  Institution 
academic  program/ownership  groups. 
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CHAPTER  VII 

GROWTH  OF  THE  STATE  AND  PRIVATE  GUARANTEE  AGENCY  PROGRAM 
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CHAPTER  VII 


GROVJTH  OF  THE  STATE  AND  PRIVATE  GUARAin^EE  AGENCY  PROGRAMS 

Since  the  inception  of  the  State  Guarantee  Agency  Programs 
through  Title  IV,  Part  B,  as  amended,  of  the  Higher  Kducation 
Act  of  19 G5,  the  program  has  experienced  a  rapid  rate  of  growth 
in  terms  of  disbursed  loans.     Exhibits  VII-1  and  VII-2,  follow- 
ing this  page,  illustrate  that  the  number  of  loans  and  dollar 
value  of  loans  disbursed  have  increased  each  year  through  FY 
1971.     In  FY  1972  the  total  number  of  disbursed  loans  decreased 
for  the  first  time  by  2%,   from  546,675  in  FY  1971  to 
537,290  in  FY  1972.     However,  during  that  time  the  total 
dollar  value  of  loans  disbursed  still  increased  by  8%, 
from  approximately  $487  million  in  FY  1971  to  $527 
million  in  FY  1972.     This  increase  was  due  to  the  fact  i 
that  the  average  amount  of  each  loan  increased  from 
$890  in  FY  1971  to  $981  in  FY  1972. 
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EXHIBIT  VII-1 
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^Source:  20%  Sample  -  March  31,  1973. 


VII-2 


$  Value 

In  Millions 
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EXHIBIT  VII-2 
DOLLAR  VALUE  OF  LOANS  DISBURSED* 
State  Guarantee  Agency  Programs 


1967 


1968       1969       1970       1971       1972  1973 


Fiscal 
_Year 
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$  Value 
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345,464 
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%  Change  from 
Previous  Year 
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*Source:    20%  Sample  -  March  31,  1973 
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CHAPTER  I 


INTRODUCTION 

Volumes  I,  II,  III,  and  IV  of  the  GSLP  Loan  Estimation 
Moc^el  present  the  historical  and  legislative  background  of 
the  Guaranteed  Student  Lean  Program,  an  analysis  of  the  data 
base  used  to  develop  the  GSLP  Loan  Estimation  Model,  and 
a  discussion  of  the  development  and  operation  of  the  Model. 

Volume  I  provides  a  brief  description  of  the  legislative 
authority  xor  the  Guaranteed  Student  Loan  Program  and  of  its 
operational  processes.    It  gives  summary  tables  showing  the 
growth  of  GSLP  disbursements  since  FY  1968.    It  also  gives 
summary  tables  showing  the  distribution  and  trends  of  loans 
by  characteristics  of  lenders  and  educational  institutions. 

Volume  II    presented  here,  contains    siimmary  statistics 
ar.d  crosstabulations  of  loan,  borrower,  lender,  and  educational 
institution  characteristics  of  GSLP  loans.    From  these 
comparisons  it  is  possible  to  determine  Guaranteed  Loan 
participation  by  age,  sex,  race,  gross  and  adjusted  family 
income,  and  type  of  educational  institution  attended. 
Included  are  statistics  on  number  of  loans  and  loan  amounts 
per  borrower  by  each  of  these  variables. 


Volume  II  is  divided  into  three  chapters.    Chapter  I  is 
jne  introduction.    Chapter  II  provides  FISLP  loan  and  borrower 
characteristics.    Chapter  III  provides  similar  loan  and 
borrower  characteristics  for  State  and  private  nonprofit 
^^uarantee  agency  loans.    An  appendix  provides  several  cross- 
tabulations  for  borrower,  lender,  and  educational  institution 
variables . 

Volume  III  provides  an  analysis  of  borrower,  lender,  and 
educational  institution  characteristics  of  default  claims 
under  both  the  FISLP  and  the  State  and  private  nonprofit 
^^.tarantee  agency  programs. 

Volume  IV  presents  both  a  general  and  a  technical 
luathematical  discussion  of  the  GSLP  Loan  Estimation  Model. 
This  Model  is  divided  into  two  parts:  a  Loan  Flow  Model  and 
a  Simplex  Model.    The  Loan  Flow  Model  can  be  used  to  estimate 
incertjiiu  benefit  payments,  special  allowance  payments,  and 
default  claim  payments  for  any  given  quarter.    The  Simplex 
Model  was  developed  to  provide  a  streamlined  method  for 
estimating  cumulative  default  payments  by  fiscal  year. 
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CHAPTER  II 
LOAN  AND  BORROWER  CHARACTERISTICS  (FISLP) 
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CHAPTER  II 
LOAN  AND  BORROWER  GiARACTERISTICS  (FISLP) 

The  -oiiowing  chapter  is  divided  into  two  sections 
doiicribing  loan  characteristics  and  student  borrower  character- 
istics. These  sections  contain  detailed  information  about  changing 
..atturns  in  the  student  loan  population  and  changes  in  the 
iraount  of  the  average  loan  and  number  of  loans  disbursed  to 
student  borrowers. 

1.       T,OAN  CHARACTERISTICS 

Detailed  loan  characteristics,  such  as  the  average 
loan  amount  and  the  percent  distribution  of  loan  disburse- 
ments by  loan  size,  indicate  trends  among  lenders,  students 
borrowers,  and  educational  institutions.    These  loan 
characteristics  have  direct  implications  for  the  estima- 
tions of  future  PISLP  fiscal  liability,  since  the  Federal 
j,)ayment  obligation  for  a  given  fiscal  year  is  affected  by 
changes  in  the  distribution  and  amount  of  loans  to  student 
borrowers. 

A,        Average  Loan  Amount 

Average  loan  amount  continues  to  increase. 
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The  average  loan  amount  was  computed  by  dividing  the 
total  annual  disbursements  by  the  total  number  of  loans. 
E.vnibit    Il-l,  following  this  page,  indicates  that  the 
average  Federally  insured  student  loan  amount  rose  from 
approximately  $742  in  FY  1968  to  $9HH  in  FY  1971.     In  FY 
19  72,  however,  the  average  loan  amount  dropped  to  $943. 
This  was  apparently  a  temporary  decrease,  for  in  FY  1973 
the  average  loan  amount  rose  to  $966. 

B.         Number  of  Loans  By  Loan  Size 

The  risiny^  cost  of  education  has  leH  ^r»  a 
tendency  tor. more  students  to  b6rrow  larger 
ginounts  or  money.     The  changes  in  the  law 
has  autnorized  high  loan  maximiiai:  

Exhibit  II-2.  following  Exhibit  II-l,  analyzes  the 
number  of  loans  made  in  each  of  the  following  ranges: 
vl-500.  $501-1.000,  and  $1,001-1.500.     It  indicates  that 
an  increasing  number  of  students  are  borrowing  more  than 
$1,000  each  year.     The  percentage  of  loans  disbursed  in 
tnc  $1,003-1,500  range  grew  from  S%  in  FY  1968  to  H3%  in 
FY  1973.     For  the  first  time  in  FY  1973,  loans  over  $1,000 
accounted  for  the  largest  percentage  of  loans. 

The  proportion  of  loans  in  the  $501-1,000  range  drop- 
ped from  58%  to  H2%  between  Fiscal  Years  1968  and  1973 
while  loans  below  $500  dropped  from  37J8  to  a  mere  15%  of 
the  total  during  the  same  period. 
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EXHIBIT     II  -i 
AVERAGE  LOAN  AMOUHf 


Federal  Insured  Student  Loan  Program 


Dollars 
1200  r— 

1130  . 

1100  • 

1050  ' 
1000  ■ 


1969      1970      1971       1972      1973  1974 


FISCAL  LOAN  YEAR 
AVERAGE  LOAN  AMOUNT 
$  742      812       892       944         943  966 


^vsource:  100%  Sample  -  June  30,  1973 
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PERCENT  DISTRIBUTION  OF  LOANS  BY  AMOUNT* 


Federal.  Insured  Student  Loan  Program 


1968      1969       1970      1971      1972  1973 


FISCAL  LOAN  YEAR 


Loan  Amount 

$1-500 
501-1,000 
1,001-1,500 


v^Source:    20%  Sample  -  March  31,  1973. 
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The  distribution  of  loan  dollar  volume  among 
loans  in  the  $l,00l>l,50Q  range  has  increased 
signiticantly,  '  ~-  

Exhibit    II-3,  following  this  page,  contains  an 
analysis  of  the  value  of  the  loans  which  fall  in  the 
$1-500,  $501-1,000,  and  $1,001-1,500  ranges.    This  exhibit 
should  be  viewed  in  conjunction  with  Exhibit    II-2,  which 
shows  the  distribution  of  loans  among  these  three  categoric 
Although  both  exhibits  show  an  increase  in  the  number  and 
dollar  value  of  loans  disbursed  in  the  over  $1,000  range;r 
the  actual  percentage  of  the  loan  dollar  in  the  highest 
category  is  much  higher  than  the  percentage  of  loans  in 
that  range.     In  FY  1973,  for  example,  approximately  4395 
of  the  number  of  loans  were  made  in  the  over  $1,000  cate- 
gory, but  these  loans  accounted  for  59X  of  the  total  loan 
amount  disbursed. 

Loan  disbursements  of  over  $1,000  grew  from  10%  of 
all  monies  in  FY  1968  to  59J8  in  FY  1973.    Because  of  this 
trend,  loan  disbursements  in  the  $501-1,000  range  declined 
from  705S  to  Z5%  between  Fiscal  Years  1968  and  1973.  During 
the  same  period  loan  disbursements  below  $500  dropped  from^ 
20%  to  655. 
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PERCENT  DIS  :RIBUTI0N  OF  LOAN  .  DISBURSEMENTS  BY  LOAN  SIZE* 


Federal  Insured  Student  Loan  Program 

Percent 

100    I  1  1  1  1  , — 


1968      1969       1970      1971      1972  1973 


FISCAL  LOAN  YEAR 

  Loan  Amount 

 3    $  1-500 

ll:^>V.'-»l  501-1.000 

H'llllillllllllllllH  1,001-1,500 


^Source:    20%  Sample  -  March  31,  1973. 
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Avoa:age  Total  Loan  Per  Student  By  Number  of 
Loans.  ~   


The  student  borrower  may  take  a  number  of  loans 
(.iaring  his  years  as  a  student.     Exhibit  VII-'I,  following 
this  page,  presents  the  data  on  the  average  loan  size  per 
student  under  the  Federal  program.    Approximately  60 
percent  of  the  student  borrowers  have  taken  one  loan. 
Approxir^.ately  21  percent  of  the  students  have  taken  two 
loans.     The  average  cumulative  amount  taken  by  students 
who  have  borrowed  four  loans  or  more  has  not  actually 
exceeded  $3,600,  although  students  may  borrow  up  to 
$10,000  under  the  Federal  program. 

IJ.        Interest  Benefit  Payments 

Interest  benefit  payments  to  lenders  represent 
a  major  cost  of  the  FISLP,  since  payments  are 
made  for  approximately  96%  of  student  borrowers 
until  their  loan  has  matured  and  the  repayment 
process  has  begun.   
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Average  Loan  Size  per  Student 
by  Number  of  Loans 
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The  Federal  Government  pays  all  interest 
for  qualifying  students  as  along  as  they 
are  in  school  or  in  grace  status  or  have 
received  a  deferment.    The  student  need 
only  pay  interest  during  the  repayment 
period. 

The  Federal  Government  guarantees  the 
student  a  maximum  interest  rate  of  7% 
throughout  the  life  of  the  loan, 
regardless  of  prevailing  interest  rates. 

During  Fiscal  Years  1968  and  1969  most  of  the  student 
loans  were  made  at  or  below  the  1%  interest  rate,  but  by 
1969  interest  rates  in  general  began  to  rise  above  the  7% 
maximum  allowed  by  the  program.     In  FY  1968  for  example, 
almost  all  of  the  student  loans  were  made  below  the  795 
rate,  while  in  FY  19  7  0  ,  9  85?  of  the  student  loans  were  made 
at  1%, 

The  Emergency  Insured  Student  Loan  Act  of  1969  pro- 
vides for  payment  of  Special  Allowances  to  lenders  in 
order  to  promote  the  purposes  of  the  .Guaranteed  Student 
Loan  Program  and  to  assure  lenders  an  equitable  return. 
This  rate  may  not  exceed  three  percent  per  annum  on  the 
average  quarterly  unpaid  principal  balance  on  loans  made 
or  insured  under  the  program  which  are  disbursed  on  or 
after  August  1,  1969.    The  allowance  is  paid  regardless 
of  thfe  adjusted  family  income  of  the  borrower  or  his 
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status  (in-school,  grace,  deferred  or  repayment  periods) . 

The  general  rise  in  interest  rates  and  the  dramatic 
growth  of  the  progrcun  have  caused  the  special  allowances 
to  become  a  substantial  outlay  for  the  Federal  Government. 
The  rising  costs  of  these  special  allowances  are  summari- 
zed below.    The  total  costs  of  this  program  rose  from 
approximately  $5  million  in  FY  1970  to  $82.3  millions  in 
FY  1974.    The  rise  in  the  special  allowance  rate  is  a 
function  of  both  the  amount  of  money  guaranteed  by  the 
Federal  Government  and  a  rise  in  the  prevailing  interest 
rates. 

Special  Allowance 
Payments  In  Thousands  of 
Year  Dollars^ 


1970  $  4,955 

1971  $  16,552 

1972  $  18,123 

1973  $  22.569 

1974  $  82,369 


^Reports  and  Data  Analysis  Staff,  Division  of  Insured 
Loans,  Guaranteed  Student  Loan  Program,  Program  Status 
as  of    June  1974,  August  1974. 
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Any  student  who  is  anroUed  in  a  participating 
educational  :l...,.icucion  and  who  is  carr^in.    ^  , 
t'-.o  normal  suuden.  <=«",xng  at  least  one-half 

-udent  course  load  can  qualify  for  a  FederaUy 
■if:-urod  student  loan      Th«      •        .  aerally 

^n.     The  major  advantages  of  the  PISLP 
uio  student  are: 

The  loan  guarantee 

.  •         personal  ^  ^^^^^^^^^^ 
The  maximum  7%  interest  rate 

lhtraTi"\i'         the  interest 
loa^  hf  ^        program  until  the 
begun       """"'^        repayment  has 

in  order  .o  ,u.iify 
Pa>.e„,  ^^^^^^^^  ^^^^^^^^ 

fanuly  xncome  must  be  less  than  $15,000. 
Pross  Family  Tn^^.., 


gross  family  income  is  the  tof^i  < 

tne  total  income  of  the 

----  .rom  an  sources.    ..hibit  VXX-S,  foUo„- 

'       '  <^^-^^>'utio„  Of  loans  among 
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EXHIBIT  II-5 


Percent 


PERCENT  DISTRIBUTION  OF  LOANS  BY  GROSS* 
FAMILY  INCOME 

Federal  Insured  Student  Loan  Program 


1968      1969       1970      1971  1972 


1973 


FISCAL  LOAN  YEAR 

Gross  Family  Income 

lA-::::-'.!  $0  -  6,000 

ililillM  6,001  -  12,000 
!-:::::::!     12^001  -  15  ,  OPO 

xmmm  ,15,001  &  over 

1         i  No  response 


*Source:    20%  sample  -  March  31,  1973 
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the  various  gross  family  income  categories  which  -are: 
under  $6,000;  $6-12,000;  $12-15,000;  and  above  $15,000. 

The  di..uribuicion  of  student  loans  In  these  groups 
hao  roiudined  relatively  stable  in  spite  of  inflation. 
With  the  exception  of  FY  1968,  the  major  changes  have 
occurred  in  the  under  $6,000  and  over  $15,000  categories. 
The  distribution  of  loans  to  students  with  gross  family 
incomes  below  $6,000  declined  9%  between  Fiscal  Years 
1969  and  1973,  from  39J5  to  3035.    The  distribution  of  loans 
to  students  with  gross  family  incomes  above  $15,000  in- 
creased 7%  between  Fiscal  Years  1969  and  1973,  from  B% 
to  15%.    During  the  same  years  the  distribution  of  loans 
to  students  with  gross  family  incomes  of  $12-15,000 
fluctuated  only  within  a  range  of  2%,  while  those  in  the 
$6-12,000  range  fluctuated  within  a  range  of  H%, 

Exhibit    II-6,  following  this  page,  illustrates  the 
growth  of  the  average  loan  amount  among  different  gross 
fanuiy  income  levels.     It  is  interesting  to  note  that, 
with  the  exception  of  FY  1968,  the  higher  the  income  group, 
the  higher  the  average  loan  amount.    Student  borrowers  in 
FY  197  3  with  gross  family  incomes  over  $15,000  borrowed 
an  average  $1,121  compared  to  an  average  of  $995  for  a 
student  with  a  gross  family  income  below  $6,000,  a 
difference  of  approximately  13X.    Several  factors  might 
account  for  the  strong  positive  relationship  between  gross 
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EXHIBIT  II-6 
AVERAGE  LOAN  AMOUNTS  BY  GROSS  FAMILY  INCOME* 
Federal  Insured  Student  Loan  Program 


Dollars 

$15,001  and  above 

$12,001-15,000 

$6,001-12,000 
$000-6,000 


1968     1969      1970       1971     1972  1973 
nSCAL  LOAN  YEAR 
AVERAGE  LOAN  AMOUNT 


$  773 

788 

874 

913 

903 

995 

671 

824 

908 

957 

943 

1,010 

732 

863 

949 

982 

993 

1,054 

541 

862 

979 

1,018 

1,041 

1,121 

^Source:    20%  Sample  -  March  31,  1973 
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the  various  gross  family  income  categories  which  'are: 
under  $6,000;  $6-12,000;  $12-15,000;  and  above  $15,000. 

The  distribution  of  student  loans  in  these  groups 
has  rc:mained  relatively  stable  in  spite  of  inflation. 
With  the  exception  of  FY  1968,  the  major  changes  have 
occurred  in  the  under  $6,000  and  over  $15,000  categories. 
The  distribution  of  loans  to  students  with  gross  family 
incomes  below  $6,000  declined  9%  between  Fiscal  Years 
1969  and  1973,  from  29%  to  20%.     The  distribution  of  loans 
to  students  with  gross  family  incomes  above  $15,000  in- 
creased 7%  between  Fiscal  Years  1969  and  1973,  from  Q% 
to  15%.    During  the  same  years  the  distribution  of  loans 
to  students  with  gross  family  incomes  of  $12-15,000 
fluctuated  only  within  a  range  of  2%,  while  those  in  the 
$6-12,000  range  fluctuated  within  a  range  of  H%. 

Exhibit    II-6,  following  this  page,  illustrates  the 
rjrowth  of  the  average  loan  amount  among  different  gross 
family  income  levels.    It  is  interesting  to  note  that, 
with  the  exception  of  FY  1968,  the  higher  the  income  group, 
Che  higher  the  average  loan  amount.    Student  borrowers  in 
FY  1973  with  gross  family  incomes  over  $15,000  borrowed 
an  average  $1,121  compared  to  an  average  of  $995  for  a 
student  with  a  gross  family  income  below  $6,000,  a 
difference  of  approximately  12%.    Several  factors  might 
account  for  the  strong  positive  relationship  between  gross 
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EXHIBIT  II-6 

AVEKAGE  LOAN  AMOUNTS  BY  GROSS  FAMILY  INCJOME* 
Federal  Insured  Student  Loan  Program 

Dollars 

$15|001  and  above 

$12,001-15,000 

$6,001-12,000 
$000-6,000 


1968     1969      1970       1971      1972  1973 
FISCAL  LOAN  YEAR 

AVERAGE  LOAN  AMOUNT 


$  773 

788 

874 

913 

903 

995 

671 

824 

908 

957 

9t3 

1,010 

732 

863 

949 

982 

993 

1,054 

541 

862 

979 

1.018 

1,041 

1,121 

^Source:    20%  Sample  -  March  31,  1973 
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family  incorae  and  the  average  amount  borrowed.  First, 
students  from  higher  income  families  are  likely  to  have 
greater  perceived  needs  than  students  from  lower  income 
groups.     Tliey  may  also  have  more  confidence  in  their  future 
ability  to  repay  the  larger  loan  amount.    For  these  and 
other  reasons,  there  may  also  be  a  tendency  for  the  more 
<    iluent  borrower  to  enroll  in  a  more  expensive  educational 
t^rogram.     Finally,  the  more  affluent  borrower  may  be  attend- 
ing a  more  expensive  private  institution  rather  than  a  sub- 
sidized public  institution.    Each  of  these  hypotheses  are 
speculative  and  deserve  further  analysis. 

B.        Adjusted  Family  Income 

The  percentage  of  loans  disbursed  to  students 
with  adjusted  family  incomes  below  $6,000  has 
aeclmed  from  54?b  to  45%,  while  loans  to  stu^ 
dsnts  with  adjusted  family  incomes  over  $12,000 
have  increased  by  two-thirds.    The  majority  of"" 
loans,  however,  continue  to  be  made  to  students 
whose  adjusted  family  incomes  are  under  $12,000. 

■The  adjusted  family  income  is  used  to  determine  if  a 
student  is  eligible  for  interest  benefit  payments  under 
che  GSLP.     If  the  adjusted  family  income  is  less  than 
$15, COO,  the  Fereral  Government  pays  all  interest  charges 
during  the  borrower's  active  student  status  and  grace 
periods.     It  also  pays  all  interest  charges  in  excess  of  T% 
after  the  loan  has  matured  and  is  being  repaid.    The  adjusted 
family  income  is  computed  by  subtracting  a  standard  deduc- 
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tion  of  10^  plus  all  personal  exemptions  from  the  gross 
family  inccrie. 

The  loan  distribution  pattern  among  various  adjusted 
faraily  income  groups  in  Exhibit    II-7,  following  this  page, 
reveals  a  good  deal  of  stability.    There  is  a  slow  decrease 
from  5i\%  to         for  the  loans  being  made  to  students  with 
adjusted  family  incomes  below  $6,000.    The  distribution  of 
loans  to  students  in  the  $6-12,000  range  has  remained  be- 
tween 2H%  and  31%,  while  loans  to  students  with  adjusted 
family  incomes  over  $12,000  have  increased  from  6%  in  FY 
19 C9  to  approximately  11%  in  FY  1973.    Although  the  slight 
inciease  in  loans  to  students  with  adjusted  family  incomes 
over  $12,000  reflects  the  effects  of  inflation  on  these 
income  categories,  it  appears  that  the  FISLP  is  continuing 
to  serve  students  with  the  greatest  financial  need. 

Exhibit    II -8,  following  Exhibit    11-7,  shows  the 
growth  of  the  average  loan  size  by  adjusted  family  income. 
Students,  for  example,  with  adjusted  family  incomes  under 
$6,000,  borrowed  an  average  loan  of  $997  in  FY  1973,  36J< 
greater  than  the  average  loan  of  $733  made  in  FY  1968. 
Students  with  higher  adjusted  family  inccMnes  tend  to  borrow 
more  than  students  from  lower  inccxne  groups.    In  FY  1973, 
for  example,  the  average  loan  amount,  in  the  over  $15,000 
adjusted  family  income  group  was  $1,170,  a  full  17$  greater 
than  the  $997  average  loan  amount  made  to  students  with 
adjusted  family  incomes  below  $6,000. 
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EXHIBIT  II-2 


PERCENT  DISTRIBUTION  OF  LOANS  BY  ADJUSTED  FAMILY  INCOME  * 


Federal  Insured  Student  Loan  Progr 


am 


Percent 

ioo 

90 

80 
70 

60 

50 

40 

30 

20 
10 


FISCAL  LOAN  YEAR 

Adjusted  Family  Income 

$0  -  6,000 
6,001  -  12,000 


i  3    12,001  -  15,' 000 

^^^n    15,001  &  over 

No  response 


3 


^Source : 


20%  sample 
11-17 


-  March  31,  1973 
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EXHIBIT  II-8 
AVERAGE  LOAN  AMOUiN'T    BY  ADJUSTED  FAMILY  INCOME* 


Federal  Insured  Student  Loan  Program 

Dollcrs 


1963      1969      1970      1971       1972  1973 


FISCAL  LOAN  YEAR 
AVERAGE  LOAl^  AMOUNT 

878       930       918  997 

933       977       980  1,044 

974    1,016    1,029  1,117 

1,035    1,038    1,087  1,170 

*Source:    20%  sample  -  March  31,  1973 


•  «•«!•$  733  794 

imm»     778  851 

mm»m     811  885 

■MM    862  902 
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Rdcijl  and  Ethnic  Background 

The  racial  and  ethnic  background  data  on  the  stuient 
appUcMtion  proviues  a  criterion  for  determining  the  extent 
to  „hi.h  .vunority  students  are  receiving  benefits  under  the 
PISLP.    Although  most  students  have  responded  to  the  racial 
ana  ethnic  question,  it  is  not  a  prerequisite  to  receiving 
loan.     Three  major  ethnic  groups  have  been  identified  in 
this  analysis;  Whites,  Blacks,  Spanish-anericans,  and 
another  category  which  includes  American  Indians  and 
Orientals. 

T—^'"'-^^''^'  °^  ^^^"^  ^°  minority  stud^nf « 

Exhib.L    II-9,  following  this  page,  indicates  that 
the  propctxon  of  loans  to  minority  students  has  increased 
each  through  PY  1972.     In  py  1968  all  minority  loans 
accounted  for  only  5%  of  the  total  loans.    In  FY  5  972  minor- 
:.,.uuents  including  Blacks,  Spanish  Americans  and  others, 
rc.x.ivcd         or  the  Federally  insured  student  loans.  Al- 
though loans  ,:o  minority  students  dropped  to  m  in  PY  1973, 
t;.^..  ^tili  reprc,sented  a  substantial  increase  of  over  three- 
toid,  irom  approximc.tely  K!5  in  FY  1968  to  !«»  in  FY  I973, 
Bcgxn...nc,  in  FY  1971,  Americans  of  Spanish  extraction  began 
to  receive  an  increased  share  of  the  Federally  insured 
student  loans.    Sin<.e  FY  1969,  each  year  American  Indians 
and  orientals  have  received  between  1%  and  2%  of  the  loans. 
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EXHIBIT  II-9 


PERCENT  DISTRIBUTION  OF  LOANS  BY  RACE* 
Federal  Insured  Student  Loan  Program 

Percent 


1968      1969       1970      1971  1972 


FISCAL  LOAN  YEAR 

Race 


nizii^  Black 

— ■■■■■  Spanish  American 

I  I  Other 


mmm  no  Response 


*Source:    20%  sample  -  March  31,  1973 
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Minority  students  borrov;  approximately  5^  less 
than  ;Vhites.  "  '   

Exhj.bit    II-IO,  following  this  page,  compares  the 
ciinount  bcrrowed  by  White  Americans  with  that  borrowed  by 
Black  Americans  from  FY  1968  to  FY  1973.    Although  minority 
groups  are  participating  in  the  FISLP  at  an  increasing  rate, 
the  average  loan  amom  t  borrowed  by  Whites  has  remained 
slightly  higher.     In  FY  1973,  for  example,  the  average  loan 
amount  borrowed  by  Blacks  was  $988  compared  to  $1,0/^1  fox- 
Whites,  a  difference  of  5%. 

The  distribution  of  Federally  insured  loans 
h^HLong  students  by  sex  has  been  static  over  "the 
life  of  the  program.     The  incorporation"^ 
yccat tonal  programs  into  the  FISLP  had  little 

imjiact  upon  sex  distribution  of  the  loai.'sl  

Although  the  average  amount  borrowed  by  women 
has  been  increasing,  men  have  consistently 
accounted  for  approximately  two -thirds  or  an 
loans  granted.  

Kxhibit    11-11, following  Exhibit    11-10,13  a  line  graph 
which  plots  the  average  loan  amounts  to  men  and  women. 
r:yhibit    11-12,  following  Exhibit    11-11,  shows  the  dis- 
tribution of  loans  by  sex.     In  addition  to  receiving  a 
numerical  majority  of  the  loans,  men,  until  FY  1972,  also 
received  loans  of  higher  average  value.    Only  in  FY  1973 
did  the  average  loan  amount  to  women  exceed  the  amount 
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EXHIBIT  11-10 
AVERAGE  LOAN  AMOUNT  BY  RACE* 


Federal  Insured  Student  Loan  Program 


1968      1969      1970      1971       1972  1973 


FISCAL  LOAN  YEAR 
AVERAGE  LOAN  AMOUNT 


"■■■■$  749 
■■■■Ik  710 


826  911  959 
746       853  936 


967  1,040 
909  988 


Source  i    20%  sample  -  March  31,  1973 
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EXHIBIT  IItII 
AVERAGE  LOAiH  AMOUNT  BY  SEX* 


i-'ederal  Insured  Student  Loan  Program 


Dollars 
1200 


1150 
liOO 
1050 

1000 


Male 


.•1  IIIVIBCIMIAT 


1968      1969      1970      1971       1972  I973 

FISCAL  LOAN  YEAR 


AVERAGE  LOAN  AMOUNT 


$  760 
"•«"  $  727 


832  919  965  958  1,022 
788       866       911         912  1,036 


Source;     20%  sample  -  March  31,  1973 
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EXHIBIT  11-12 


PERCENT  DISTRIBUTION  OF  LOANS  BY  SEX* 
Federal  Insured  Student  Loan  Program 


Percent 


100 

90 

80 
70 

60 

50 
40 

30 

20 

10 


97o 


4% 


;;32%;; 


6% 


::32% 


2% 


31% 


;;  30%;;; 


.  4% 


:::31%: 


1968  1969 


1970      1971  1972 


1973 


FISCAL  LOAN  YEAR 


Sex 
Male 

j;:;':":r::|  Female 


2  No  Response 


*Source:    20%  sample  -  March  31,  1973 
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borrowed  by  nten.  In  that  year  women  borrowed  an  average  of 
$1,036  compared  to  $1,022  for  men. 


S.        AcadR!T..lc  Year 


The  borrowing  population  has  been  categorized  into 
i3t,  2nd,  3rd  year  students,  4th  and  5th  years  students, 
and  graduate  students.    E^chibit    11-13,  following  this 

page  ,  shows  the  distribution  of  loans  by  academic  year. 
The  proportion  of  student  borrowers  in  the  first  year  of 
their  acaderaio  program  has  grown  each  year  between  PY  1968 
and  FY  1972,  from  approximately  24X  to  47)!.    This  declined 
to  m  in  .V  1973.     The  growth  of  the  loan  program  among 
freshman  or  xirst  year  students  may  be  partially  attributed 
to  the  growing  share  of  the  loans  that  have  been  made  to 
sv:uc,o.v.s  attending  specialized  and  vocational  schools. 
«any  of  these  student  borrowers  are  enrolled  in  one  or  two 
year  voc^.tional  programs.    Loans  to  fourth  and  fifth 
yoar  students  have  declined  by  approximately  5%, 
while  loans  to  graduate  students  have  remained  stable 
between       and  IIX. 

Exhibit  following 

1^-13/  plots  averaaa 
.o.n  .xze  by  academic  year.    First  year  and  graduate 

students  tend  to  borrow  the  largest  amount  of  money.  With 
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EXHIBIT 


11-13 


PERCENT  DISTRIBUTION  OP  LOANS  BY  ACADEMIC  YEAR* 


Federal  Insured  Student  Loan  Program 


Percent 


100 

90 

80 
70 

60 

50 

40 

30 

20 
10 


G 


11% 


m  i 


1968  1969 


1970      1971  1972 


1973 


FISCAL  LOAN  YEAR 


1 


1 


Academic  Year 
1st 
2nd 
3rd 

4th  6e  5th 
Graduate 
No  Response 

^Source:  20%  sample  -  March  31,  1973 
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EXHIBIT  11-14 
AVERAGE  LOAN  AI40UNT  BY  ACADEMIC  YEHt 


Federal  Insured  Student  Loan  Program 

Dollars 

1200  I  1  1  1  ■  , 


1968      1969      1970      1971       1972  1973 

FISCAL  LO^  YEAR 


AVERAGE  LOAN  AMOUNT 


765  835  935  1,016  996  1.025 

•••»•    722  776  853  873  862  990 

MHi    710  767  861  894  889  1.028 

umm    681  738  841  861  846  986 

973  1,051  1,042  1,000  1,024  1.158 


*Source:    20X  sample  -  March  31,  1973 
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Lhc  exception  of  FY  1971,  graduate  students  took  the  highest 
average  loans.    Between  FY  1968  and  FY  1973  their  average 
loan  draount  increased  from  $973  to  $1,158.    The  average 
"i OCX.  to  1st  year  students  increased  from  $765  in  FY  1968 
to  $1,025  in  FY  1973.    Loans  to  2nd,  3rd,  and  Uth  and  5th 
year  students  were  very  similar  for  Fiscal  Years  1968  thru 
197  3.     By  1973,  loans  to  all  undergraduates  students  have 
ooWorged  and  ranged  between  $986  and  $1,025,  a  difference 
of  only  $39.     In  FY  1973,  the  average  graduate  loan  was 
$1,158  or  approximately  17?5  greater  than  the  average  loan 
of  $9  86  made  to  4th  and  5th  year  students. 

F.  Age 

The  average  age  of  the  student  borrower  has 
gradually  increasedT  — 

Exhibit    11-15,  following  this  page,  categorizes  the 
borrowers  into  several  age  groups:     17-20,  21-22,  23-26, 
27  and  over.    The  most  dramatic  increase  in  the  numbers  of 
loans  has  come  in  the  27  and  over  category.    This  group's 
^nare  of  the  loans  doubled  from  12%  in  FY  1968  to  25%  in 
7y  1973.    Students  aged  23-26  increased  their  share  of  the 
loans  from  24%  to  2B%  during  the  same  period.    The  propor- 
tion of  loans  approved  for  students  aged  17-22  has  de- 
clined from  56%  in  FY  196  8  to  42X  in  FY  1973  —  this,  in 
spite  of  the  fact  that  the  number  of  1st  year  students 
borrowers  has  increased. 
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PERCENT  DISTRIBUTION  OF  LOANS  BY  AGE* 
Federal  Insured  Student  Loan  Program 


Percent 


1968      1969       1970      1971     1972  1973 


FISCAL  LOAN  YEAR 


Age 
17-20 
21-22 
23-26 


L>  I    27  and  over 

I        I   No  response 


^Source:    20%  sample  -  March  31,  1973 
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Exhibit    11-16,  following  this  page,  shows  the 
average  amount  loaned  to  different  age  groups.    Students  in 
the  17-20  age  group  tend  to  borrow  the  largest  sums  of  money. 
Between  Fiscal  Years  1968  and  1973  the  average  loan  to  this 
group  rose  from  $753  to  $1,099.    Loans  to  the  other  age 
groups  are  very  similar,    in  FY  1973,  for  example,  only  $2a 
separated  the  highest  and  lowest  average  loan  to  students 
in  the  21-22,  23-26  and  over  27  age  groups.    The  average 
loan  to  the  17-20  age  group  in  FY  1973  was  $1,099  or  approxi- 
mately $48  more  than  the  average  loan  of  $1,000  made  to 
students  27  years  and  older. 

G.       Marital  Status 

The  rise  in  the  age  of  the  borrowing  popula- 
tion corresponds  with  an  increase  in  fee  

proportion  ot  married  students  amontf  tkf, 
borrowers.  "~   ■  

Exhibit  VII-17,  following  Exhibit  VII-16,  shows  that  the 
proportion  of  loans  made  to  married  students  increased 
from  2655  in  FY  1968  to  3^%  in  FY  1973.    Exhibit  VII -18, 
following  Exhibit  VII-17,  compares  the  average  amounts 
loaned  to  married  and  single  students.    Until  FY  1972 
married  students  borrowed  sl:Lghtly  more  money  than  single 
students,  except  for  FY  1970  when  average  loan  amounts  were 
identical.    In  Fiscal  Years  1972  and  1973,  the  average  loan 
amount  to  married  students  decreased  from  $941  and  $986 
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EXHIBIT  11-16 
AVERAGE  LOAN  AMOUNT  BY  AGE*" 


Federal      Insured  Student  Loan  Program 


jol iars 


1968      1969      1970  1971 


1972  1973 


FISCAL  LOAN  YEAR 
AVERAGE  LOAN  AMOUNT 


vest  H »  753 
III.  MB  H  y  2, 3 

tiiiiM  79^ 


819 
775 
829 
87  2 


924 
870 
903 
917 


987 
911 
934 
964 


988 
905 
932 
955 


1.099 
1.024 
1.003 
1,000 


v'^I^ource;    20%  sample  -  March  31,  1973 
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EXHIBIT  11-17 


PERCENT  DISTRIBUTION  OP  LOANS  BY  MARITAL  STATUS' 
Federal  Insured  Student  Loan  Program 
Percent 

loo 

90  h 

80 
70 

60 

50 

40 

30 

20 
10 


1968  1969 


1970      1971  1972 


1973 


FISCAL  LOAN  YEAR 
Marital  Status 
Single 
Married 
No  Response 


*Source:    20%  sample  -  March  31,  1973 
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EXHIBIT  11-18 
AVERAGE  LOAN  AMOUNT  BY  MARITAL  STATUS* 


Federal  Insured  Student  Loan  Program 


Dollars 
1200 

1150 
1100 
1050 

1000  i- 
950  . 
900 
650 

300 


750  ly!' 

700 


Single 
Married 


1968      1969      1970     1971       1972  1973 

FISCAL  LOAN  YEAR 


AVERAGE  LOAN  AMOUNT 


ti«ii>  $  743  807  901  947 
MttiH       761       842       901  954 


945  1,052 
941  986 


^Source:   20%  sample  -  March  31,  1973 
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respectively,  compared  to  $945  and  $1,139  for  single 
student  borrowers.    In  FY  1973  single  borrower  loans 
averaged  $1,052,  almost  $66  greater  than  the  $986 
average  loan  made  to  married  borrowers. 
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CHAPTER  III 


STATE  GUARANTEE  AGENCY 
LOAN  AND  STUDENT  BORROWER  CHARACTERISTICS 


CHAPTER  III 

STATE  GUARANTEE  AGENCY 
LOAN  AND  STUDENT  BORROWER  CHARACTERISTICS 

Scatc  guarantee  agencies  have  established  and  are 
adainistcrxng  programs  of  guaranteed  student  loans  in  which 
iende.s  receive  similar  benefits  to  those  students  receiving 
^-ouerally  insured  loans.  Each  of  the  26  State  guarantee 
age^ies  tends,  however,  to  have  individual  characteristics 
caused  by  different  regulations,  administrative  practices, 
-d  relationship3  with  lenders  and  educational  institutions  ■ 
in  reviewing  these  aggregate  data  care  should  be  ta.en  not 
to  infer  that  the  characteristics  of  state  guarantee 
agencies  are  essentially  similar. 

!•       LOAM  CKARAn'Vi=;RISTICS 

Detailed  loan  characteristics,  such  as  average  loan 
amount,  the  percent  distribution  of  loans  by  total  number  of 
.oan..  ..nu  the  percent  distribution  of  loan  disbursements  by 
total  a..ou.t  .n  dollars  all  indicate  trends  among  lender s , student 
borrower.,  and  educational  institutions.    These  trends  have 
direc.  implications  for  the  estimation  of  future  GSLP  fiscal 
liabxlity,  Since  the  payment  obligation  for  a  given  fiscal 
year       affected  by  changes  in  the  amount  and  distribution 
Of  loans  to  student  borrowers. 
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A.      Average  Loan  Amount 


The  average  State  guarantee  agency  loan  amount 
is  rising,  which  may    bring  a  corresponding 
increase  m  the  fiscal  liability  of  the  GSLP. 

The  average  loan  amount  was  computed  by  dividing  the 
total  annual  disbursements  by  the  total  number  of  loans. 
Exhibit  Ill-lfollowing  this  page,  indicates  that  the 
average  State  guarantee  agency  loan  amount  rose  from  $711 
in  FY  1967  to  $833  in  FY  1969.     In  FY  1970,  however,  the 
average  loan  amov  .t  dropped  to  $829.    This  was  apparently  a 
temporary  decrease,  for  in  FY  1973  the  average  loan  amount 
rose  to  a  new  high  of  $1,127.    The  fiscal  liability  of  the 
GSLP    is  not  only  dependent  upon  the  number  of  loans  that 
are  being  insured,  but  also  upon  the  average  amount  of  these 
loans.    Even  if  the  total  number  of  borrowers  declines 
slightly,  the  program  expenses  will  continue  to  increase  as 
long  as  the  average  loan  amount  continues  to  rise. 

®-     Percent  Distribution  of  Ln^n  Disbursement  To^.1 
Number  of  Loans  and  by  Tntx.1  Amount  in  Dollars  

Students  are  borrowing  larger  amounts  of  money 
with  the  distribution  of  loan  dollar  vnT^ — ^ 

rri"^!''^"^  ^"J^^^^  $1.001-1. 5U0  range  increasing 
the  most  significantly.  '  '  '  ^ 

Exhibit  III-2 following  Exhibit  lii-l^nalyzes  the 
number  of  loans  made  in  each  of  the  following  ranges: 
$1-500,  $501-1,000,  and  $1,001-1,500,  and  was  computed  on  the 
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D*"'  1 ".  a  o 
1200 


1150 
1100 
1050 
1000 

950  - 
900  . 

i 

sooj- 


EXHIBIT 
AVERAGK  LOAN  MOUNT* 
State  Guai'antee  Agency  Programs 


750  h 
700 


1967    1968    1969    1970    1971    1972  1973 

FISCAL  LOAN  YEAR 


■ 

/ 

1974 


AVERAGE  LOAN  AMOUNT 
$       711      794     833     829     890     981  1127 


^Source:    20%  Sample  -  March  31,  1973 
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EXHIBIT  111-2 


PERCENT  DISTRIBUTION  OF  LOAN  DISBURSEMENTS 
BY  TOTAL  NUMBER  OP  LOANS* 

State  Guarantee  Agency  Programs 


Percent 
100 


1967    1968    1969    1970    1971    1972  1973 

FISCAL  LOAN  YEAR 


E 


$1-500 
501-1.000 
1,001-1,500 


^Source:    20%  Sample 


-  March  31,  1973 
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EXHIBIT  ni-3 


FERCENT  DISTRIBUTION  OF  LOAN  DISBURSEMENTS 
BY  TOTAL  AMOUNT  IN  DOLLARS* 

State  Guarmite^  Agency  Programs 


20 
10 
0 


•  •••  • 


•  •  • 

•  *»  *  ' 


lo/o.v:;  14/o  -J 
'.*•.•.•••.•.•••.*.••... 


•••••••• 


« ••••••• 


•  •  • 


1967    1968    1969    1970    1971    1972  1973 
■  FISCAL  LOAN  YEAR 


$1-500 

riLL-__j  501-1,000 

iMIillILiii^ 

^Source:    20%  Sample  -  March  31,  1973 
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basis  of  the  total  number  of  loans.    It  indicates  that  an 
increasing  nuinber  of  students  are  borrowing  more  than  $1,000 
from  the  State  guarantee  agencies  each  year.    The  percentage 
of  loans  disbursed  in  the  $1,001-1,500  range  grew  signifi- 
cantly  from  11%  in  FY  1967  to  52%  in  FY  1973.    This  was  the 
first  year  in  which  loans  over  $1,000  accounted  for  the 
largest  percentage  of  State  guarantee  agency  loans.  The 
proportion  of  loans  in  the  $501-1,000  range  dropped 
correspondingly  from  a6JS  in  FY  1967  to  3aj{  in  FY  1973. 
Loans  belOT-  $500  also  dipped  from  43X  in  FY  1967  to  a  mere 
1H%  of  the  total  loan  volume  in  FY  4973 i 

ExhibitIII-3, following  this  page,  analyzes  the 
percent  distribution  of  loan  disbursements  by  total  amount 
in  dollars.    It  was  computed  on  the  basis  of  the  percentages 
in  each  of  the  three  loan  categories  as  compared  to  the 
total  loan  amount.    When  viewed  in  conjunction  with  Exhibit 
III-2,  which  was  computed  on  the  basis  of  the  total  number 
of  loans r  the  distinction  becomes  more  apparent.  Although 
both  exhibits  show  an  increase  in  the  number  and  dollar 
value  of  loans  disbursed  in  the  $1,001-1,500  range, ' the 
actual  percentage  of  the  loan  dollar  volume  in  the  highest 
category  is  much  higher  than  the  percentage  of  loans  by 
number  in  that  range.     In  FY  1973,  for  example,  approxi- 
mately 52%  of  the  number  of  loans  were  made  in  the  $1,001- 
$1,500  range,  but  these  loans  accounted  for  67%  of  the  total 
loan  amount  disbursed. 
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Exhibit  111-3^ indicates  that  loan  diiibursements  of 
over  $1,000  grov/  from  22%  of  all  monies  in  FY  1967  to  67% 
in  FY  ]973.     Lr      d ^:  ;'.b'>u:  ;.eiiionts  in  the  $501-1,000  range 
doclinoci  c.:oriespondingly  from  55%  in  FY  1967  to  2Q%  in 
FY  1973.     During  the  same  period  loan  disbursements  below 
$500  dropped  from  23%  to  a  mere  5%  of  the  total  State 
cjuaranioii  agency  loan  dollar  volume  in  FY  197  3.. 

2  .       STUPKNT  D0RR0V7ER  CHA1^^C:TE^RISTICS 

Detailed  student  borrower  characteristics  such  as  gross 
and  adjusted  fdnnily  income,  racial  and  ethnic  background, 
sex,  academic  year,  age,  and  marital  status  are  analyzed 
in  the  following  pages.     The  average  loan  amount  and 
d.i  .itribu tion  of  loans  by  each  borrower  characteristic  is 
given  ii.  order  to  indicate  trends  among  different  segments 
of  the  borrov/or  population  and  more  fully  delineate 
futuiro    "^SLP  fiscal  liabilities. 

A .       Family  Income 

Although  students  receiving  financial  aid  under  the 
St.it...:'  guarantee  atjcncy  loan  Programs  are  required  to  meet 
varying  terms  and  conditions,  they  receive  similar 
ijenei'its  as  those  students  receiving  Federally  insured 
loans-     These  benefits  arc  determined  on  the  basis  of  two 
typcii  of  income:    ^rojs  family  income  and  adjusted  family 
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income . 

The  exhibits  on  the  following  pages  illustrate  the 
distribution  of  loans  by  five  gross  family  income  categories 
^;0-G,000  ;  $6,001-12,000;  $12,001-15,000;  $15,001  and  above; 
and  an  unkno\m  or  no  response  category.    An  analysis  of 
tiio  (jross  family  income  characteristics  of  the  student 
borrower  as  shown  in  Exhibit  1X1-4, following  this  page, 
indicates  that  over  the  Fiscal  Years  1969  thru  1973  an 
average  of  53%  of  the  student  borrowers  came  from 
lanulios  with  gross  incomes  of  below  $12,000,-  an  average 
ot   7.1  v.  came  from  families  with  gross  incomes  below 
$1!j,000,  and  an  average  of  21%  came  from  families  with 
yro      incoiTics  above  $15,000.     During  those  years  the 
porcentacjo  of  student  borrowers  from  families  with 
incomes  under  $12,000  decreased  from  63%  to  39%,  those 
from  families  with  incomes  under  $15,000  decreased  from 
80,    Lo  55^,  while  the  percentage  of  student  borrowers 
from  families  with  incomes  over  $15,000  increased  from 
]2'o  to  30%. 
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EXHIBIT  III-'^ 

Si;Ll':CTED  DISTRIBUTION  OF  LOANS 
BY  GROSS  FAMILY  INCOME^' 


SLaLe  Guav:uu:oe  Agency  Programs 
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This  data  along  with  Exhibit  IlT-5,following  this  page, 
seems  to  indicate  that  inflationary  pressures  have  begun  to 
increase  the  need  of  student  borrowers  in  the  higher  gross 
fciwily  incor.ie  categories  to  seek  fina^'cial  aid  in  order  to 
defray  the  costs  of  their  education.     Exhibit III-5, indicates 
that  the  largest  percentage  of  the  total  loan  volume  between 
Fiscal  Years  1969  and  1972  had  consistently  gone  to  students 
with  cjross  family  incomes  between  $6,001-12  ,000,  but  in 
i'^Y  1973,  students  in  the  $15,001  and  above  category  began 
receiving  the  largest  percentage  (30JS)  of  the  total  loan 
volume . 

» 

The  distribution  of  loans  to  students  with  gross  family 
incomes  below  $6,000  has  declined  from  22!!S  in  FY  1969  to 
in  FY  1973.     Similarly,  the  distribution  of  student 


^Source:     20^  Siomple  -  March  31,  I973 
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EXHIBIT  ItI-5 


PERCENT  DISTRIBUTION  OF  LOANS  BY 
GROSS  FAMILY  INCOME^ 

State  Guarantee  Agency  Programs 
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loans  in  the  $6,001-12,000  range  showed  a  decline  within 
the  scijue  period  of  time,  going  from         in  FY  1969  to  a 
low  of  25%  in  FY  1973.     The  distribution  of  loans  to 
students  with  incomes  in  the  $12,001-15,000  range  has 
remained  stable,  fluctuating  within  a  1S5  range  between 
Pitical  Years  1969  and  1973.    The  distribution  of  student 
loans  in  the  $15,001  and  above  category  has  risen  steadily 
from  12a  in  FY  1969  to  30JS  in  FY  1973. 

Exhibit  III-6, following  this  page,  illustrates  the  growth 
o£  the  average  loan  amount  among  different  gross  family  income 
levels.    By  FY  1973,  after  some  early  instability  in  the  curve 
the  average  loan  amount  had  increased  in  all  five  income 
categories.     Students  in  the  below  $6,000  category  borrowed 
an  av(^rage  of  $630  in  FY  1967  and  an  average  of  $1,052 
in  FY  1973.    '.:hose  in  the  $6,001  -  12,000  category 
borrowed  an  average  of  $686  in  FY  1967  and  an  average  of 
$1107  in  FY  1973.     Students  in  the  $12,001  -  15,000 
c.v.otjory  borrowed  an  average  of  $772  in  FY  1967  and 
average  of  $1,135  in  FY  1973.     Students  in  the  above 
$15,000  category  showed  the  greatest  increase.     In  FY 
1967  they  borrowed  an  average  of  $531,  while  in  FY  1973 
this  rose  to  an  average  of  $1,201.     It  is  interesting 
to  note  that,  with  the  exception  of  the  $15,001  and  above 
group  in  FY  1967,  the  higher  the  income  group,  the  higher 
tne  average  loan  amount. 
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EXHIBIT  III-6 
AVERAGE  LOAN  AMOUNTS  BY  GROSS  FAMILY  INCOME* 
State  Guarantee  Agency  Programs 
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^sSource:  20%  Sample  -  March  31,  1973 
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The  loan  distribution  pattern  among  various  adjusted 
family  income  cjroups  in  Exhibit  111-7^  following  this  page, 
has  remained  relatively  stable  .     Loans  made  to  students 
with  adjusted  family  incomes  under  $6,000  peaked  at  44% 
in  FY  1969  and  have  been  in  a  slow  decline  since  that 
time,  reaching  29%  in  FY  1973.     The  distribution  of 
loans  to  students  in  the  $6,001  -  12,000  range  has 
remained  between  41^6  and  45%  since  FY  1968,  while  loans 
to  students  with  adjusted  fardly  incomes  in  the  $12,001  - 
15,000  range  have  fluctuated  by  only  a  few  percent 
between  Fiscal  Years  1967  and  1973.     The  proportion  of 
loans  to  students  with  adjusted  family  incomes  of 
$15,001  and  above  rose  from  1%  to  8%  between  Fiscal  Years 
1967  and  1973. 

Exhibit  III-8,following  Exhibit  III-7, shows  the  growth 
of  the  average  loan  amount  by  adjusted  family  income. 
Students  with  adjusted  family  incomes  under  $6,000  borrowed 
an  average  of  $1,067  in  FY  1973,  as  compared  to  an  average" 
of  $640  in  FY  1967.    Students  with  higher  adjusted  family 
incomes  borrowed  more,  in  every  case,  than  students  from 
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EXHIBIT  III-7 


PERCENT  DISTRIBUTION  OF  LOANS  BY 
ADJUSTED  FAMILY  INCOME* 


State  Guarantee  Agency  Programs 

Percent 


FISCAL  LOAN  YEAR 
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c^inin  12.001-15.000 
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fc2iiiii:ii;:^^sl  No  response  & 
unknown 

^Source:    207,  Sample  -  March  31.  1973 


EXHIBIT  III-8 

AVERAGE  LOAN  AMOUNT  BY 
ADJUSTED  FAMILY  INCOME* 

State  Guarantee  Agency  Programs 


1967    1968    1969    1970    1971    1972    1973  1974 
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i:^ ,  OOlcy  above  850  938 

s*^^Mo  response  &  693  612 
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AVERAGE  LOAN  AMOUNT 

754       736      807    916  1067 

901       910      943  1002  1135 

986       993  •  1029  1071  1196 

990      1009    1069  1144  1244 

679       612      712    878  1049 


^Source:    20%  Sample  -  March  31.  1973 


lower  incomo  groups.    In  FY  .1973,  for  example,  the  average 
loan  amount  in  the  $15,001  and  above  category  was  $1,24 a 
as  compared  to  the  average  loan  of  $1,067  made  to  students 
with  adjusted  family  incomes  below  $6,000. 

B.      Hacial  and  Ethnic  Background 

The  racial  and  ethnic  background  data  on  the  student 
application  provides  a  criterion  for  determining  the  extent 
to  which  minority  students  are  receiving  benefits  under  the 
Stage  Guarantee  Agency  Program,    Although  most  students  have 
responded  to  the  racial  and  etlmic  question,  it  is  not  a 
prerequisite  tn.  receiving  a  loan.      Five  major  ethnic  groups 
have  been  identified  in  this  analysis;  Whites,  Blacks, 
Spanish-Americans,  and  another  category  which  includes 
American  Indians  and  Orientals. 

Although  the  proportion  of  loans  to  minority 
students  has  been  increasing,  white  students 
have  consistently  accounted  for  an  average 
over  80  percent  of  all  IQarfs  granted. 

Exhibit 111-9^ following  this  page,  indicates  that  the 
proportion  of  loans  to  minority  students  has  been  rising 
slowly  since  FY  1967.    In  FY  1967  all  minority  loans 
accounted  for  only  8%  of  the  total  loans.     In  FY  1972 
minority  students  including  Blacks,  Spanish-Americans 
and  others,  received  17%  of  the  State  guarantee  agency 
loans.    Although  loans  to  minority  students  dropped  to 
11%  in  FY  1973,  this  still  represents  an  increase  over  the 
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EXHIBIT  I-ai-9 
PERCENT  DISTRlIiUTIOts^  OF  LOANS  BY  RACE'' 
State  Guarantee  Agency  Programs 
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NOTE  :    Percentages  less  than  1%  not  shown 
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8%  in  FY  1967,    Beginning  in  FY  1969,  Americans  of  Spanish 
extraction  began  to  receive  an  increased  Jhare  of  the 
State  acjcncy  student  loans.     Since  FY  1971,  er?.ch  year 
American  Indians  and  Orientals  have  received  between  1% 
and  2%  of  the  loans. 

Botyjeen  Fiscal  Years  1967  and  1973  Black 
students  borrowed  an  average  of  $171 
less  than  thoir  Vjhite  counterparts. 

Exhibit lilrlO, following  this  page,  compares  the 
amount  borrowed  by  White  students  with  that  borrov/ed  by 
Black  students  from  FY  1967  to  FY  1973.  Although 
minority  groups  are  participating  in  the  State  Program 
at  an  increasing  rate,  the  average  loan  amount  borrowed 
by  White  students  has  remained  consistently  higher.  In 
FY  19  73,  for/  example,  the  average  loan  amount  borrowed 
by  Blc'ck  students  was  $1,034  compared  to  $1,139  for 
White  students,  a  difference  of  $105.    This  difference 
in  average  loan  amount  to  Black  and  White  students  has 
decreased  by  more  than  50^6  since  FY  1968,  when  Black 
students  borrowed  an  average  of  $567  and  White  students 
an  average  of  $818.  with  a  difference  of  $251. 
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EXHIBIT  Ill-rlO 
AVERAGE  LOAN  AMOUNT  BY  RACE* 
State  Guarant:ec  Agency  Programs 
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^Source:     20%  Sample  -  March  31.  1973 
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C.  Sex 


iLs^'£^L'il<:5iii„i:o^.  ./'i:; l^Td-A j'LVL^^  all  loans 

^.^1^^  .A^]}L2S':^^'  '-^ ^^^^  j:o"^i^'"lH3'H7r 
the  procj.v-c.iu.  —  '■  

Exhibit  III-ll,  following  this  page,  shows  the 
distribution  of  loans  by  sex  for  State  programs  between 
Fiscal  Years  1967  and  1973.     During  these  years  th- 
proportion  of  loans  disbursed  to  womeii  has  increased 
steadily  from  35%  in  FY  1967  to  40%  in  FY  1973,  while 
the  proportion  of  loans  to  men  has  decreased  steadily 
from  65%  in  FY  1967  to  57%  in  FY  1973. 

Exhibit  III-12.  following  Exhibit  III-ll,  analyzes 
the  average  loan  amounts  granted  to  both  men  and  women. 
The  comparison  indicates  that  men  have  consistently 
received  loans  of  a  higher  average  value  than  those 
granted  to  women. 

D.      Academic  Year 

The_academic  year  in  whjxha  student  acquires  a 
loan  affects  the  leng^th  oTTime  "the  loan  wirfge 
outstanding  and  the  amnunt"  o^  interest  benefits 
the  Federal  Government  will  pay  on  the  loan.  
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EXHIBIT  III-ll 
PERCENT  DISTRIBUTION  OF  LOAInS  BY  SEX*'^ 
State  Guarantee  Agency  Programs 
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EXHIBIT  111-12 
AVERAGE  LOAN  AMOUNT  BV  Sl-X- 
State  Guarantee  Agency  Program 
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The  borrowing  population  has  been  categorized  into  1st, 
2nd,  3rd  year  students,  ath  and  5th  year  students,  and 
graduate  students.    Exhibit  III-13,  following  this  page,  shows 
the  distribution  of  loans  by  academic  year.     The  proportion 
of  student  borrowers  in  the  first  year  of  their  academic 
program  has  remained  fairly  stable  at  3155  between  FY  1957 
and  FY  1973,  fluctuating  within  a  range  of  approximately  2%. 
Loans  to  2nd  and  3rd  year  students  within  the  same  period 
have  declined  very  slightly  from  22%  to  2055,  and  20%  to 
W  respectively.     Loans  granted  to  student  borrowers  in  the 
Ith  and  5th  year  of  their  academic  program  have  also 
remained  stable.     Loans  to  graduate  students  showed  a  slow 
decline  until  FY  1969,  when  they  began  to  increase  at  the 
rate  of  1%  per  year  through  FY  1973. 

Exhibit    Ill-lii^following  Exhibit  III-13,  plots  the 
average  loan  size  by  academic  year.     Graduate  students  have 
always  borrowed  the  largest  amounts  of  money,  as  for 
example,  in  FY  1973,  when  they  borrowed  an  average  of 
$1,253  as  compared  to  $1,09^^  for  2nd  year  students,  or 
$1,126  for  1st  year  students.     During  the  years  from  FY 
1967  to  FY  1973  the  average  loan  amount  for  graduate 
students  increased  by  $307  from  $9ii6  to  $1,253.     The  1st, 
2nd,  3rd,  4th  and  5th  year  categories  also  showed  a  sharp 
increase  in  the  average  loan  amount  borrowed  from  FY  1967 
to  FY  1973  which  may  reflect  the  increasing  cost  of 


EXHIBIT  111-13 
PERCENT  DISTRIBUTION  OF  LOANS  BY  ACADEMIC  YEAR* 
Sr.aLe  Guarantee  Agency  Programs 
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EXUIlilT  III"ia 
AVKMCi:  LOAN  AMOUNT  BY  ACADEMIC  YEAR-'f 

Static  Guarantee  Agency  Programs 
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education  at  all  educational  level..     i,t  year  students 
borrov..od  an  av.rac,o  of  $528  n,oro  in  PV  1973  than  thoy  aid 
in  rv  19C7,  vhich  represent,  the  largest  increase  during 
those  years  tor  all  levels  of  the  student  population. 
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^^^^^-.,2L^h^^tu^nt  torrower  ha.. 
oeen  q3  uauallv  incroasing.  ^ — '  — ^- 

Exhibit  IIl-15,£ollo„incj  this  page,  categorizes 
borrowers  into  the  following  age  groups:     17-20,  21-22, 
23-26,  27  and  over,  and  an  unknown  age  category.  '  The  .lost 
measurable  increase  in  the  numbers  of  loans  has  co.e  in  the 
27  and  over  category.    This  group-s  share  of  the  loans  rose 
fro™  6.  in  PV  19C7  to  9.  in  FV  1973.     The  proportion  of 
the  number  of  loans  to  students  aged  23-26  was  20%  in 
both  FY  1967  and  FV  1973,  fluctuating  within  a  range  of 
5*  during  the  intervening  time.    The  proportion  of  loans  . 
to  students  aged  21-22  rose  from  29%  i„  FY  1967  to  34% 
in  F5f  1973.     Loans  to  students  aged  17-20  declined 
steadily  over  the  same  period  of  time,  from  44%  in  Fiscal 
veers  1967  and  1968  to  37.  in  FY  1973.     Exhibit  III-16, 
following  Exhibit  in-15,shows  the  average  amount  loaned 
to  each  of  the  five  age  groups.     The  average  amount  ' 
loaned  increased  for  all  groups  between  Fiscal  Years 
1307  and  1973,  the  17-20  age  group  showing  the  largest 


EXHIBIT  III-15 
PERCKNT  distribution' OF  NUMBER 
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1967    19j68    1969  1970 

1971  : 

L972 

1973 

OF  LOANS  BY  AGE* 
Programs 


FISCAL  LOAN  YEAR 


iiS-iii:::LLj  17-20 
' ■  ■      •  J  21-22 
23-26  , 

-I  Unknown 


NOTE 


^^Sourco:     20%  Sample  -  March  31,  1973 
Percentages  less  than  1%  not  shown 
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EXHIBIT  III-16 
AVERAGE  LOAN  AMOUNT  BY  AGE* 
State  Guarantee  Agency  Programs 


Dollars 
1125 


1967    1968    1969    1970    1971    1972    1973  I974 
FISCAL  LOAl^  YEAR 


17-20  650 

■iiim  21-22  748 

23-26  781 

2 7  &  over  765 

'Unknown  683 


AVERAGE  LOAN  AMOUNT 


749 
826 
851 
829 
740 


806 
860 
864 
821 
715 


816 
850 
848 
793 
724 


877 
906 
625 
861 
781 


965 
988 
1004 
968 
664 


1141 
1127 
1123 
1101 
993 


^^Source;  20%  Sample  -  March  31,  1973 
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increase  from  $C50  to  $1,141.     The  Fiscal  Years  1969, 
1970,  and  19  71  show  a  temporary  decrease  in  some  cate- 
gories.    However,  in  Fiscal  Years  1972  and  1973  the 
amount  loaned  to  all  groups  increased  steadily,  with  all 
groups  borrowing  roughly  the  same  amount.     In  FY  19 73 
there  was  only  a  $30  difference  between  the  highest  and 
lowest  average  amount  loaned  to  the  various  age  groups, 
whereas  in  FY  1967  the  difference  was  $131  and  in  FY  1971 
it  was  $181. 

P.      Marital  Status 

The  proportion  of  single  to  marrie d  stude n t 
borrov'ors  has  remainod  fajrly  stabTio  over — 
the  life  oi  thti  piograjg.  " 

Exhibit  III-17,following  this  page,  shows  that  the 
proportion  of  loans  made  to  married  students  decreased  from 
15%  in  FY  1967  to  11%  in  FY  1973.     Exhibit  III-IQ  following 
Exhibit  .111-17,  compares  the  average  amounts  loaned  to 
married  and  single  students.     Except  for  FY  19  67,  single 
students  consistently  borrowed  slightly  more  money  than 
married  students.     In  FY  1973,  the  average  loan  amount  to 
married  student  borrowers  was  $1,072,  compared  to  $1,139  for 
single  student  borrowers.     For  the  period  between  FY  1967 
and  FY  1973,  loans  to  single  students  increased  by  $432, 
while  loans  to  married  students  increased  by  $34  9. 
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EXHIBIT  III-17 


Percent 


PERCENT  DISTRIBUTION  OF  LOANS  BY 
MARITAL  STATUS"' 

State  Guarantee  Agency  Programs 


FISCAL  LOAN  YEAR 


Single 


IIIIIIIINI 


^  •Married 
M  No  response, 
unknown  & 
other 


^Source:    20%  Sample  -  March  31,  1973 
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EXHIBIT  III-18 
AVERAGE  LOAN  AMOUNT  BY  MARITAL  STATUS* 
State  Guarantee  Agency  Programs 


Dollars 
1200 


1150 


1100 


1050 


1000 


950 


900 


850 


800 


750 


700 


4' 


»»»»• 


/ 


1967    1968    1969    1970    1971    1972  1973 
FISCAL  LOAN  YEAR 


1974 


••■■■•I  Single  707 
•  wMi  Harried  723 


AVERAGE  LOAN  AMOUNT 
798      844      846      903      990  1139 
780      786      761     830      949  1072 


^Source:     20%  Sample  -  March  31,  1973 
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APPENDIX  A 


CROSS-TABULATIONS  FOR  FISLP  BORROWERS  BY  SCHOOL, 
BORROWER  AND  LENDER  CHARACTERISTICS 


INTRODUCTION  TO  THE  CROSS -TABULATIONS 
IN  APPENDIX  A  AND  APPENDIX  B 

The  cross-tabulations  in  Appendix  A  provide  data 
o\i  FISLP  borrowers  by  a  variety  of  school,  borrower,  and 
lender  characteristics.    Appendix  B  provides  parallel 
cross -tabulations  for  borrowers  under  t'ne  State  and  private 
nonprofit  guarantee  agency  program. 

These  cross-tabulations  were  run  on  an  approximately 
3%  sample  of  available  data.    This  3%  sample  was  extracted 
from  the  Guaranteed  Student  Loan  System  (GSLS-II)  files 
in  February,  1974.    Because  this  is  only  a  3%  sample,  the 
number  count  in  the  cross- tabulations  is  only  about  3%  of 
the  actual  number  and  should  therefore  be  disregarded. 
What  is  important  in  these  tables  is  the  percentages  given 
in  lines  two,  three,  and  four  of  each  cross- tabulation  box. 

There  are  four  lines  of  figures  in  each  cross-tabulation 
box.    The  top  line  states  the  number  of  borrowers  in  the  37e. 
sample  for  that  cross- tabulation.    The  second  line  states 
what  percentage  this  number  is  of  the  total  number  of 
borrowers  for  that  row  of  the  cross-tabulation  (total  given 
in  column  at  far  right) .    The  third  line  states  what  percent- 
age the  ntimber  in  line  one  is  of  the  total  number  of  borrowers 
for  that  column  of  the  cross-tabulation  (total  given  at  bottom 


of  column) .    The  fourth  line  states  what  percentage  the 
number  in  line  one  is  of  the  total  number  of  borrowers 
for  the  entire  cross-tabulation  (total  given  at  bottom  at 
far  right) . 

For  example,  the  first  cross-tabulation,  on  page  A-5, 
presents  data  on  FISLP  borrowers  by  school  ownership  by 
fiscal  year  of  disbursement.    The  box  for  public  schools 
for  FY  1968  states  that  in  the  3%  sample  used  for  the 
analysis  there  were  2231  FISLP  borrowers  who  attended 
public  schools  in  FY  1968.    This  is  8.6%  of  the  tota' 
number  of  FISLP  borrowers  who  attended  public  schools 
over  the  Fiscal  Years  1968  to  1974.    It  is  73.8%  of  the 
total  number  of  FISLP  borrowers  in  FY  1968  for  all  schools. 
It  is  4.1%  of  the  total  number  of  FISLP  borrower  for  all 
schools  over  Fiscal  Years  1968  to  1974. 
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TOTAL  CUMUJJ^.TIVE  LOAN  DISBURSEMENT  TO  FISLP  BORROWERS,  BY  GROSS  INCOME, 

FY  1968  Thru  1973  Combined 


GROSS  INCOME 

$  BORROWED 
MEAN 

STANDARD 
DEVIATION 

NTTMRT7R  flF 

OBSERVATIONS 

$  0-3,000 

$  1,360.27 

942.63 

10,531 

3,001-6,000 

1,298.35 

843 . 20 

10,201 

6.001-9,000 

1,300.06 

839.77 

9,94:> 

9,001-12,000 

1,352.28 

855.58 

8,069 

12,001-15,000 

1,448.15 

929,94 

5.267 

Over  15,000 

1,556.67 

1,032.40 

4.153 

For  Entire  Sample 

1,351.49 

895.23 

54.500 

CUMULATIVE  LOAN  DISBURSEMENTS  TO  FISLP  BORROWERS.  BY  ADJUSTED  INCOME. 

FY  1968  thru  1973  combined 


?  BORROWED 
MEAN 

STANDARD 
DEVIATION 

NUMBER  OF 
OBSERVATIONS 

15,950 

$  0-3.000 

$  1.30... 59 

881.26 

3.001-6,000 

1,314.78 

855.07 

12,515 

6,001-9,000 

1,381.30 

888.81 

9,314 

9.001-12,000 

1,440.19 

933.41 

5,573 

12,001-15,000 

1.552.80 

993.07 

2,788 

Over  15,000 

1.611.83 

1,068.30 

1,059 

For  Entire  Sample 

1,351.09 

895.82 

54,500 

TOTAL 

CUMULATIVE  LOAN  DISBURSEMENTS 

TO  FISLP  BORROWERS 

BY 

FISCAL  YEAR  OF  DISBURSEMENT 

FISCAL  YEAR 

$  BORROWED 
MEAN 

STANDARD 
DEVIATION 

NtlMRPR  OP 
OBSERVATIONS 

1968 

6  1   IRS  7*^ 

808.05 

3,024 

1969 

1  255  38 

817 .19 

10,052 

1970 

1,316. 6Z 

Q 1 A    A 1 

10,952 

1971 

1,400.37 

940.97 

8,280 

1  Q79 

1,409.15 

970.47 

9,079 

1973 

1,416.65 

941.50 

8,102 

1974 

1,429,97 

893.64 

5,011 

For  Entire  Sample  1,351.49  895.23  54,500 
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TOTAL  CUMULATIVE  LOAN  DISBURSEMENTS  TO  FISLP  BORROWERS  BY 

TOTAL  NUMBER  OF  LOANS  DISBURSED  PER  BORROWER, 
FY  1968  thru  1974 

*"s°^  S^^^^  NUMBER  OF 

^"^^   MEAN  DEVIATION  OBSERVATIONS 


^  -  Loan                     $      997.76  408.61 

2  -  Loans  1,563.74  741.38 

3  -  Loans  2,288.38  1,020.97 
^  -  Loans  2,857.90  1,247.58 

5  -  Loans  3,283.32  1,408.55 

6  -  Loans  3,806.80    .  1,599.38 

For  Entire  Sample  1,348.59  899.49 


35,946 
10,741 
3,996 
1,881 
846 
868 

54,500 
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FISLP  BORROWERS 
BY  SCHOOL  OWNERSHIP  BY  SEX 


SCHOOL 
OWNERSHIP 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


PUbLIC 


1 


PHiVATE 


2. 


PROPRlt'TARY 


3. 


NOT  AVAILABLE 


COLUMN 
TOTAL 


SEX 


MALE 

FEMAI  E 

NOT 

I            0  •  ] 

I  1. 

AVAIL. 

I  2. 

3.1 

1                     t  1 

I  1 

15328  ] 

[     8<*5^  , 

I  2116 

I 

I       0.0  1 

[     59.?  ] 

f            H  O 
I          O  .  C 

T 
I 

I     33.3  ] 

[     44.3  ] 

[     49.1  ] 

[  79.5 

I 

i       0.0  ] 

[     ?8.1  ] 

[     15.5  ] 

[  3.9 

I 

[       (.  1 

4b36  ] 

[     313(1  ] 

[  164 

I 

[     o.n  ] 

58.5  ] 

[     39,5  ] 

[  2.1 

1 

[       0.0  ] 

13.4  ] 

[     18.2  ] 

[  6.2 

1 

0.0  I 

8.5  1 

5.7  ] 

I  0.3 

I 

1  I 

14150  I 

5257  I 

310 

I 

0.0  I 

71.8  I 

26.7  1 

1.6 

I 

33.3  I 

40.9  I 

30.6  I 

11.6 

I 

0.0  I 

26.0  I 

9.b  I 

0.6 

I 

1  I 

516  I 

363  1 

73 

1 

n.i  I 

54.1  I 

38. 1  I 

7.7 

I 

33.3  I 

1.5  I 

2.1  I 

2.7 

I 

o.n  I 

0.9  I 

0.7  I 

0.1 

I 

3 

34630 

17204 

2^)63 

0.0 

63.5 

51(^6; 

4.C; 

ROW 
TOTAL 


25899 
47.5 


7930 
14.6 


19718 
36.2 


953 
1.7 


54500 
100.0 


FISLP  BORROWERS 


SCHOOL 
OWNERSHIP 


PUBLIC 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


1 


PRIVATE 


3. 


PROPRIETARY 


NOT  AVAILABLE 


COLUMN 
TOTAL 


OWNERSHIP 

BY  MARITAL  STATUS 

MARITAL 

STATUS 

SINGLE 

MARRIED 

OTHERS 

NOT 

AVAIL. 

1. 

I  2. 

I            3.1  4. 

15753 

I  6808 

I  1178 

I  2160 

60.8 

I  26.3 

I  4.5 

I  8.3 

I  35.8 

I  40.3 

I  77,7 

?b.9 

I  12.5 

I  2.2 

I  4,0 

I  20^5 

I  232 

I  201 

68.8 

1  25.8 

I  2.9 

I  2.5 

18.3 

I  10.8 

I  7.9 

I  7.2 

10.0 

I  3.8 

I  0.4 

I  0.4 

81?8 

I  9834 

1  1414 

I  342 

41.2 

I  49.9 

I  7.2 

1  1.7 

27.3 

I  51.8 

I  48.4 

I  12.3- 

14. Q 

I  18.0 

I  2.6 

I  0.6 

4h9 

I  308 

I  100 

I  76 

49.2 

I  32.3 

I  10.5 

I  6.0 

1.6 

I  1.6 

I  3.4 

I       2.  7 

0.9 

I  0.6 

I  0.2 

I  0.1 

29802 

18995 

2924 

2779 

54.7 

34.9 

5.4 

5.1 

ROW 
TOTAL 


25899 
47.5 


7930 
14*6 


19718 
36.2 


953 
1.7 


54500 
100.0 


ERIC 


CO 
CO 


o 


FE4 


i  < 

O  H- 

QC  O 


S  2: 


OJ 
C7^ 


n  00 


OJ 


(Vi 

o  ro 


OS 
n 


00 


OJ 


2 

c 
u 


U  CJ  u 

GL  a  a. 

3J  -I 
COO 


^'^  sC  .TO  N. 

o  •   •  » 

^>  o  r) 

^  CO 


^  n  CO 

00  •  •  • 

^  C\}  0>  if) 

^  n 


yc 

•  •  • 

lO  sC 

n  ^  CO 


(\'  in  vc  o 
CO   •  •  • 

0^  (VJ  t>  >o 
ro  *-H  n 


^  <r 
o   •   .  . 

4^  O  o^ 

CO  Oj 


f^*  OJ  o  Oj 

•  •  • 

^  lO  ^  oj 

OJ 


«^  Oj  r- 
•     •  • 

X/  ^ 


••^  CO  J) 
Oj   t  • 

Os  lO  >t 


^  ^  0^ 
lT)  n  sc  o 


X 
•  • 

vC  LO  >0 


»-H  O  ^ 
tJ^      •      •  • 

in  in  ^ 


c  • 

cc  o 

OJ 


n 


n 
•  •  • 

c^  to  rH 

OJ 


4  Oj  l-N,  ^ 
<t         •         •  • 

OJ  >i:>  CC  o 


o  in 
J)  •  9  • 

4-  Oj  o  <f 

C\J  F-i  >!■ 


4-  n 
•  •  • 

c>  c> 
n  ^  4- 


4-  t 
00    •    •  • 

in  Oj  o  00 
4^  0^  in 


o  c  4' 
in  •  •  • 

o  c  c> 
4-  OJ  ^ 


oc 
n 


O  vC 
•    •  • 

>c  cr^  if) 


00  in  ^  OJ 
00  n 


OJ  Ou  in 
4  •  •  • 

Oj  ^  JO  o 


4"  4  >o 
ro  •   •  • 

CD  \0  o 


o 

4- 


n  o 
•  •  • 

o  in  o 


00  .  :  ^  in 

cc   •    •  • 

r\'  no 


O  X 

n  • 

00 


OJ  v£) 
4-  O 


CO 

<Z      •       •  9 

IT)     n  Oj 
ro  1-^ 


4-  vT  4^ 

O      •      •  9 

c^ 


o  o 
o  • 

in  o 
4-  o 


00  o  n  >o 
^  •  •  • 

m  X  o  o 


> 


OJ  h- 

in 


u 
o 
> 


2  -I 
X  < 

-J  O 
O  H- 
U 


90 
o 


•J 

o 
u 


o 
o 


• 

CJ 
oJ 
CL 

in 


A- 10 


O  H 

st  O 


CO   OJ  ^ 


n 


(Vi 


o  n 


n 


o  o 
•  •  • 

O  vT  O 


n  X  r  I 
oj  •  •  • 

rn  00  m  >t 


^  fVj  >t  vC 

Lr>  •  •  • 

®  ro  o  ^ 

X 


(\i  IT 
O    •    •  • 


LO  i>  (V 
^    •    •  • 

rn  cvj  o  >o 
ro  *-H  \£) 


^  OJ  in  00 
o  •  •  • 

GO  00  «^  OC 

^  ^  in 


4-  in  n  ^ 

^  •  •  • 

vo  in  o 

in  OJ  ^  ^ 


'-^  vo  in  n 

lD    •  •  • 

OJ  in 

cv)  4"  ^ 


o  o  o  o 

•    •  o 

o  o  c 


Oj  LT  ^ 
Ln  •   •  • 

^       >0  O 


oj  n  f-M 
^  o 


<t  :>  in  n 
Ln  •  •  • 

«-H  ro  tn  o 


oj  in 
•  •  • 

ro  ^  >o  o 


OJ  ^  CO  OJ 

ro  •  •  • 

^  yO  ^  ^ 


o  sD  4- 
ro  •  •  • 

c>  ro  ^ 
Oj 


^  o  <t  ^ 
ro  •  •  • 

ro  ro  cX)  oj 
^  ro 


o  ro  o 

*  •  • 

o  ro  o 
ro 


CO  ro  a*  ^ 
^^   •   •  • 

>o  CO  ro  ro 

OJ 


o  OJ  ro 
<t  •  •  • 

^  o  ro  o 


>c  ro  <r 

OJ 


o  in  Oh  OJ 
OJ  •  •  • 

00  o  ro 
^  ro 


ro  00  vO 
o  •  •  • 

vo  oc  vo 
CO  <-H  ro 


<f  f>j  ^ 

•     •  • 

in  <f  o 
in  OJ  4-  ^ 


OJ  CO  O  sC 

in  •  •  • 

»D  ro  ro  c\i 
ro  4* 


o  o 


o  o 


O  >C 
•    •  • 

vn  in  >ci  St 
OJ  so  ro 


vO  4  in  c 
•  •  • 

o  ♦-^  o 


vO  OJ  >Xf  <^ 

sf  •   •  • 

<-H  f*H  O 


OJ 

o  •  •  • 

OJ  o 


00 

1^ 


o  o  in 
•  •  • 

CM     ro  o 


ro  ro 
o  •  •  • 

^  o  ro  o 


o  • 

in  o 
>t  o 
in  fM 


^  •  •  • 

in  CO  ro  o 


ro 


o 
o 


00  0^ 
CVI  • 
O  (\J 


Oh  Ov 

O 


CO 

a:  o 

OJ 


ro  OJ 

^  o 
in  ^ 


ro 


in  o 
^  • 

in  n 

OJ  OJ 


o  ro 

in  • 

as 

un  OJ 


u  u  o 

a  CL  QL 


z 


OJ  K 
t/) 

z 


ro 


a 
o 
> 


Z  -J 
2l  < 

-J  O 
O  K 
U 


ERIC 


W  Qi 

<  q 


o 
u 


o 
u 


A-H 


u 

aJ 
CL 

in 


O  r- 

oc  o 


► 

^-  < 
O  > 
Z  < 


in 


UJ 


r 


z  • 

X  <  <!• 

z  2: 

<  UJ 


<  <  n 

z  i^-i 


3: 
o  < 

z 

<  z 

cr  o 

lU  Z 

< 

z 
< 

^  :r 

CL  o 
LU  U 

2:  z 
< 


CM 


o 


oj  n 
n  flo 

CM 


^  OJ 

n  • 

CO  ^ 


• 

OJ 
o 
fM 


CO 


H  a  u  a 
z  a  Q.  a. 

D 

O  3?  «J 

u  o  o  o 
0::  O  H 


^\|  ^  OQ 

X    •    t  • 

or  r^.  in  ^ 

OJ 


in  n  Gc  rvj 
•  •  • 

>t    in  OJ  r-^ 

OJ  00  to  >t 

OJ 


^  ^  OJ 

n  •  •  • 

O   l\j  ^  f-H 


^  in  ro 
cC    «   •  • 

«^  o  in  o 


in  Ow  0^  -4 
in  •  •  • 

o  r-^  o 

in 


OJ  cr 

Oj  •  •  • 

o  ^  n 

OJ  n 


000 
•  •  • 

00c 


>o  s^J  OJ  n 
4r  •  •  • 
.-1  4  c 


OJ  ^  in  0^ 

J"  •  •  • 

^  lo 
n  00 


IM  ^-H  OJ 

OJ  •  •  • 

rH  ro  00  o 


>t  vc  m  c 
Oj   •  •  • 

O  0)  o 


<f  >t  OJ 


o 
o 


nC  o 

•     •  • 

O  ^  O 


•     •  • 

o 


o  OJ  nC 
m  •  •  • 

00  <f  r— I  r>^ 

OJ 


>C  sCl 

ro  •  •  • 

ro  in  sO  00 

in  n  OJ 


CT^  O 

ro  •  •  • 

in  Oj  X 


in  n  '-^ 
vO  •  •  • 

o  n  o 

OJ 


^  ^  ^  ^ 
OJ   •  •  • 

o  o 

OJ 


OJ  ^  <r 

f*^  •  •  • 

^  4-  ^ 
n  ^  in 


0000 
•  •  • 

000 


OJ  ro  in 

r<H     •      •  • 

X  CC.  CO 


t^j  tn 

cj^    •    •  • 

>t     n  OJ 


o  o  Ln  OJ 
Oj  •   •  • 

ro  00  0 


00  OJ 
o 


GO  O 
OJ  o 


X  Oj  Ln  O 
•    •  • 

o  o 


00  sC  >^  CD 

f-H     •      •  • 

4  o  >c  o 


0000 
•  •  • 

coo 


o  o 
o  • 

in  o 
4*  o 


O  OJ 

ro 


00 

in  • 

OJ 


in  vo 

^  OJ 


CO  • 

OJ  o 


sC  OJ 
o  • 

/-H  O 


OJ  • 

ro  •-H 


o 
o 


> 

Z 


OJ  H- 
Z 


ro 


o 
o 
> 


Z  J 

r  < 

-JO 
O  K 

o 


o 
u 


o 
o 

on 


• 

a. 


FRir 


A-12 


FISLP 'borrowers 
BY  ACADEMIC  PROGRAM  BY  SEX 


ACADEMIC 
PROGRAM 


COUNT 
ROW  POT 
COL  PCT 
TOT  PCT 


1. 


COLL,  &,  UNIV. 


2. 

J«  COLL  &  INST. 


SPtC.  h  VOC, 


NOT  AVAILABLE 


COLUMN 
TOTAL 


SEX 


MALE 


FEMALE 


NOT 

AVAIL. 


I  0 
I  0.0 
I  0.0 
I  0.0 

I  16414 

I  AS)/. 

I  47.4 
I  30.1 

I  9469 
I  36.0 
I  55.0 
I  17.4 

I  4?y 
I  1.6 
I  16.1 

I  0.8 

I  26312 
I  48.3 

I  1 

I  0.0 
I  33.3 
I  0.0 

I  P341 
I  ^9.5 
I  b,b 
1  4.3 

I  1526 
I  38.8 
I  8.9 
I  2.8 

I  68 
I  1.7 
I  2.6 
I  0.1 

I  3936 
I  7.2 

I  1 
I  0.0 
I  33.3 
I  0.0 

I  14570 
I  71.8 
I  4?.l 

I  26.7 

I     5403  j 
I     26.6  ] 
I     31.4  ] 
I       9.9  1 

I       317  . 
I       1.6  ] 
I     11.9  ] 
0.6  ] 

I  20291 
;  37.2 

I  1 
I  0.0 
I  33.3 

I      0.0  i 

I  1305 
I     32.9  . 
I      3.6  ] 
I      2.4  ] 

I       606  I 
[     20.3  I 
[      4.7  I 
[       1.5  I 

1649  I 
46.7  I 
69.4  I 
3.4  I 

3961 
7.3 

3 

0.0 

34630 
63.5 

17204 
31.6 

2663 
4.9 

54500 
100.0 

ROW 
TOTAL 


FRIC 


FISLP  BORROWERS 
BY  ACADEMIC  PROGRAM  BY  MARITAL  STATUS 


ACADEMIC 
PROGRAM 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


MARITAL  STATUS 


COLL.  &  UNIV. 


1 


JH  COLL  &  INST. 


SPtC.  &  VOC 


NOT  AVAILABLE 


COLUMN 
TOTAL 


ISINGLE 

MARRIED 

OTHERS 

NOT 

I             1  • ' 

AVAIL. 

r                P  ' 
^               c  •  . 

[  3.1 

4 

I   1772^  ] 

[    7143  ] 

T 
1 

495 

I     67.4  ] 

I     27.1  ] 

I  3.6 

T 

• 

1.9 

I     59.5  ] 

\     37.6  ] 

t  32.6 

I 

17.8 

I     32.5  1 

[  1.7 

I 

0.9 

I     ?605  1 

i       941  1 

316 

I 

74 

I     66.?  1 

23.9  ] 

6.0 

I 

1.9 

I      6.7  ] 

5.0  ] 

10.8 

I 

2.7 

I      4.8  1 

)«7  1 

0.6 

I 

0.1 

I     8309  I 

10170  I 

1453 

I 

359 

I     40.9  I 

50.1  I 

7.2 

I 

1.8 

I     27.9  I 

53.5  I 

49.7 

I 

12.9 

I     15.2  I 

16.7  I 

2.7 

I 

0.7 

I     1166  I 

741  I 

203 

I 

1851 

I    29.4  I 

ie.7  I 

-  5.1 

I 

46.7 

I      3.9  I 

3.9  I 

6*9 

I 

66.6 

I      2.1  I 

1*4  I 

0.4 

I 

3.4 

29b02 

18995 

2924 

2779 

54.7 

34.9 

.  .5.4 

sa 

.1 

-I 
I 
I 
I 
I 

-I 
I 
I 
I 
I 

-I 
I 
I 
I 
I 

•I 
I 
I 
I 
I 
-I 


ROW 
TOTAL 


26312 
48.3 


3936 
7.2 


20291 
37.2 


3961 
7.3 


54500 
100.0 


FISLP  BORROWERS 
tiY      JUSTED  FAMILY  INCOME  BY  FISCAL  YEAR  OF  DISBURSEM-ENT 


FISCAL  YEAR  OF  DISBURSEMENT 


TOT  PCV 
1.. 

0  -  3000 


3001  -  6000 


6001 


9000 


H 


9001  -  12000 


12001  - 


OVtR 


NOT 


5. 

15000 


ISOOO 


7. 
AVAIL. 


ERIC 


COLUMN 
TOTAL 


KY  1971 

FY  1972 

FY  1973 

FY  1974 

ROW 

TOTAL 

1 

I  s. 

[  f>. 

t  7. 

I  B.l 

I  U'l^fl 

1  ^^f<'5 

[  ??b5 

[  I8b4 

i     1083  I 

b.l 

I     1  9 ,  s 

1    1  if .  3 

I  14.1 

[  11.6 

1      6.B  I 

< :  (1 3 

1 

I       .  1 

1  ^7.fr 

I  2<».li 

[  22.9 

[         ?1 I 

1 

I  ^i..? 

I  <«.l 

[  3.4 

I  1 

7h4 

I  ;-«*yi 

I     1  ^0H 

I  ^Of--^^ 

1 

I  2003 

1  tf  .  :  i  i> 

[  6.3 

1     1  ^#9 

I  12«« 

1     1 6 .  S 

[      1  h  •  « 

I  16.0 

i         i  (.1  4  U  i 

^  7  ft 

I     2b,  I 

1  <?A.B 

1     I'*. 7 

1     2b.  0 

I  rb»^ 

i       c4 • V  1 

[       1  >  < 

I  Ut^^ 

1  3.0 

I  3.'-> 

I  i^.? 

I  3.7 

I      2.3  I 

I  b?7 

I    1  y  y  0 

1  131B 

1  l'*B'.» 

1  1773 

I  1<»A0 

1       9  R  3  I 

0*1  1  A 

I  5.7 

I  19.0 

I     1  <» .  2 

I  15.9 

1  iViO 

I  15«7 

I     lOiO  1 

1  7  ) 

I     I  V»6 

I  1^.0 

1  17.9 

I     19, b 

1         t  A 

I  1.0 

1  3.? 

1  if.** 

I  ?.7 

1  3.3 

I  iJ.7 

1       UB  1 

[  3(1'?' 

I  loi^ 

I  ^^2 

I  67^ 

I 

I  t)74 

1            c  u.  T 
1         T>  ri  J  1 

t>9  r  4 

I  1H»2 

I     17«  1 

I     lb«  7 

T           1  '1  Li 

I     1  7 

T        1  U  7 
1       lb«  r 

1     1  n  A  f 

1  ft  ^  ? 

I  lu.? 

I     lOi  1 

1  B«7 

I      10. ri 

1  10«V 

t  Inn 

1     1 0 .  o 

T        111  f 

I     1 1  •  I  i 

1  0.6> 

1  1.9 

I  1.7 

I 

I  !•« 

1  1.6 

I       1«0  1 

I  la^) 

1  <»bo 

!      51^  ' 

I  3«B 

I  477 

I  512 

I      30b  1 

1  b.O 

I     16*  1 

I  IB*^ 

I     1 3»9 

I     1 7«  I 

f      1  1    n  ? 
i      1  1  •  U  1 

9*  1 

I  4.6 

I  U.b 

J  '♦.7 

1  4.7 

I  5«3 

I      6«  3 

1        ^    1  t 

1  0.3 

I  o«b 

I  0.9 

1  0.7 

I  0*9 

I  0«9 

1       0«6  1 

1  33 

1  10<^ 

I  3)8 

I  194 

I  197 

t           <^  it  o 

1          A  f 
A            U  I 

1  ftt^Q 

1  3.1 

I  10.3 

1  30.0 

T        1  U  '1 

I       1  U  A 

k     1  o  •  n 

I     n«  0  1 

1.9 

1  1.1 

I  1.1 

1  2.y 

I  2.3 

I  2.2 

I  2.f> 

1      0.0  1 

I  0.1 

I  0.2 

I  0.6 

I  0.4 

I  0.4 

I  o.<« 

1      0.0  i 

I  <*19 

1  1039 

I  17^J 

I  9&ij 

1  lUl^ 

1  H14 

I      760  I 

7028 

I  6.0 

I  ?<».S 

1     13. b 

1  14,'.. 

I  I5«y 

1     10«8  1 

12.9 

I  13.9 

I  10.3 

1     IS. 7 

1  11.5 

I     1 1.2 

1  13.7 

1     11«2  1 

1  o.t« 

I  1*9 

I  3.2 

I  1.8 

1  1,9 

1  2.0 

I      1.4  1 

1  0 

1  0 

I  0 

I  0 

1  ? 

I  0 

I       i  1 

3 

1  0*0 

1  o.n 

t  n.o 

I  0.0 

1  6f.7 

I  0.0 

1    3.1«3  1 

-  0.0 

I  0*t) 

I  0.0' 

1  0.0 

1  0.0 

I  0.0 

1  0.0 

1      0«0  1 

I  0.0 

I  0*0 

I  n.o 

I  0.0 

I  0*0 

I  0*0 

t      0.0  ] 

302'» 

lOOb? 

109«)? 

fl?BO 

9079 

8102 

SOU 

'  s^soo 

.  b.s 

ia*<» 

20.1 

1S.2.>, 

^^6.7 

14*9 

9«i2 

100*0 

FISLP  BOP.ROWlliiS 
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APPENDIX  B 

CROSS-TABULATIONS  FOR  STATE  AND  PRIVATE  GUARANTEE 
AGENCY  BORROVffiRS  BY  SCHOOL,  BORROWER,  AND  LENDER 
CHARACTERISTICS 
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0  ] 

[     1918  .] 

I  306 

I        87  ] 

I  35 

I 

0.0  ) 

^     61,8  ] 

[  13.0 

I      3.7  J 

[  1.5 

I 

0.0  ] 

[      5.9  1 

:  5.3 

I      9.9  ] 

[  3.6 

I 

0.0  ] 

[      4.8  ] 

0.8 

I      0.2  ] 

I 

I 

0  1 

196  I 

66 

I        17  ] 

[  171 

I 

0.0  ] 

43.6  I 

14.7 

I       3.H  ] 

[    30 . 0 

I 

0.0  I 

0.6  I 

l.l 

i       1.9  1 

17,4 

I 

0.0  I 

0.5  I 

0.2  1 

[      0.0  I 

C4.4 

1 

3 

3?465 

5757 

963 

0«0 

OKO 

14.4 

2.2 

2.5 

ROW 
TOTAL 


21684 
54.1 


15611 

38*9 


2346 
5.9 


450 


40091 
100.0 
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B-12 


STATE  AND  PRIVATE  GUARANTEE  AGENCY  BORROWERS 
BY  ACADEMIC  PROGRAM  BY  SEX 


ACADEMIC 
PROGRAM 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


COLL.  &  UNIV. 


1 


JR  COLL  &  INST. 


SP£C.  &  VOC( 


NOT  AVAILABLE 


COLUMN 
TOTAL 


SEX 


MALE 

FEMALE 

NOT 

0.; 

AVAIL. 

[  1.; 

[  2.1 

3.1 

[       1  ; 

[  19630  ] 

[  12358  ] 

T 
1 

0.0  ; 

[     60.3  ] 

[     38.0  ] 

1.8 

I 

:  100.0  ; 

[     83.5  ] 

[     78.6  ] 

67.9 

I 

0.0 

[     49.0  ] 

[     30.6  I 

1.4 

I 

[          0  ] 

[     2289  ] 

[     1637  I 

63 

I 

0.0  ] 

[     54.6  ] 

[    43.9  I 

1.5 

I 

0.0  ] 

I      9.7  ] 

[     11.7  I 

7.5 

I 

0.0  ] 

I      5.7  ] 

[      4.6  I 

0.2 

I 

0  ] 

[     1212  ] 

[     1237  I 

34 

I 

0.0  ] 

[     48.6  ] 

[    49.8  I 

1.4 

I 

0.0  ] 

[      5.2  ] 

[      7.9  I 

4.0 

I 

0.0  ] 

[      3.0  ] 

[      3.1  I 

0.1 

I 

0  ] 

[      384  ] 

299  I 

174 

I 

0.0  ] 

[     44.8  ] 

;     34.9  I 

20.3 

I 

0.0  1 

1.6  ] 

1.9  I 

20.6 

I 

0.0  ] 

1.0  ] 

0.7  I 

0.4 

I 

1 

23515 

15731  * 

644 

0.0 

58.7 

39.2 

2.1 

ROW 
TOTAL 


I  32562 
81.2 


4189 
10.4 


2463 
6.2 


857 
2.1 


40091 
100.0 


? 


STATE  AND  PRIVATE  GU.\RANTEE  AGENCY  BORROWERS 
BY  ACADEMIC  PROGRAM  BY  MARITAL  STATUS 


ACADEMIC 
PROGRAM 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


COLL.  &  UNIV. 


1 


JR  COLL  fii  INST. 


SPEC.  &  VOC. 


NOT  AVAILABLE 


COLUMN 
TOTAL 


MARITAL  STATUS 


SINGLE      MARRIED  OTHERS 


NOT 
AVAIL. 


O.I 

l.I 

2.1 

3.1 

4.1 

t 

3  I 

26431 

I 

4816 

I 

622 

I 

688 

I 

0.0  I 

81.2 

I 

14.8 

I 

1.9 

I 

2.1 

I 

100.0  I 

61.4 

I 

83.7 

I 

70.4 

I 

70.0 

1 

0.0  I 

65.9 

I 

12.0 

I 

1.6 

1 

1 .  f 

t 
1 

0  I 

3S16 

I 

457 

I 

134 

I 

82 

I 

0.0  I 

83.9 

I 

10.9 

I 

3.2 

I 

2.0 

I 

0.0  ] 

10.8 

I 

7.9 

I 

15.2 

I 

8.3 

I 

0.0  ] 

8.8 

I 

1.1 

I 

0.3 

I 

0.2 

I 

0  1 

I  2016 

I 

335 

I 

95 

I 

37 

I 

0.0  1 

[  81.2 

I 

13.5 

I 

3.8 

I 

1.5 

I 

0.0  1 

[  6.2 

I 

5.8 

I 

10.8 

I 

3.8 

I 

0.0  ] 

[  S.O 

I 

0.8 

I 

0.2 

I 

0.1 

I 

0  1 

[  502 

I 

147 

I 

32 

I 

176 

I 

0.0  ] 

[  58.6 

I 

17.2 

I 

3.7 

I 

20.5 

I 

0.0  ] 

[  1.5 

I 

2.6 

I 

3«6 

I 

17.9 

I 

0.0  ] 

[  1.3 

I 

0.4 

I 

0.1 

I 

0.4 

I 

3 

32465 

5757 

883 

983 

0.0 

81.0 

14.4 

2.2 

2.5 

ROW 
TOTAL 


32562 
81.2 


4189 
10.4 


2483 
6.2 


857 
2.1 


40091 
100.0 


0  T  q 


SaiOOL  OVr^IERSHIP 


c>  o 


•^1 


O 

O 

Q  O 


O  M 


>  U 
M  W 

05 

</)  M 


P  Q  5 
55  w 

<  p 

H  H 

<  H 

H  <: 

CO 


pq 


UNDER  TYFE  COL  PCT  I 
TOT  PCT  I 

"  1 

7,  2 
STATE  CKEDIT  U. 


kOW  f'CT  IPUBLIC  PRIVATE 


6. 


1 
I 

2 


MUTUAL  SAVING  BK  I 

X 

I 

INSURANCE  CO.  "  2 

I 
I 

-1- 


20( 


DIRECT  ST.  LOAN 


ACAD.  INST  HI. ED  I 

I 
I 

-I« 

I 
I 
I 
I 

-1- 

i 
2 
I 

i 

-I- 


OTHERS 


13- 


ACAD.INSToVOC.EO  r 

I 


COLUMN 
TOTAL 


1 

9.1 
0.8 
0.0 


1.5 
3.9 

0«2 


0 

0.0 
0.0 
0.0 


0 

0.0 
0.0 
0.0 


IG 
36.4 
12.6 
0.6 


10 
41.7 
7.9 
0.4 


0 

0.0 
0.0 
0.0 


127 
5.1 


0 

0.0 
0.0 
0.0 


20 
5.9 
U.O 


0 

0.0 
0.0 
0.0 


0 

0.0 
0.0 
0.0 


2 

4.5 

1.1 

0.1 


0 

0.0 
0.0 
0.0 


0 

0.0 
0.0 
0.0 


181 
7.3 


PROPRIET 
ARY 

3.1 

 1 


10 
90.9 

0.4 


312 
92.6 

12»6 


1 

100.0 
0.0 
0.0 


2275 
87.6 


I 
I 
I 

2 
I 
I 

■i 


I 
I 
I 

 1 

1  X 

100.0  I 

OcO  I 
0.0  I 

 1 

26  I 
59.1  I 
1.2  I 
1.0  2 

—  1 

14  1 
58.3  I 
0.6  I 
0.6  I 
 1 

2  I 
100.0 
0.1 
0.1 


I 
I 
I 
I 


ROW 
TOTAL 


11 
0.4 


337 
13.6 


1 

0.0 


1 

0.0 


44 
1.8 


24 
1.0 


2 
0.1 


2483 
100.0 
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CHAPTER  I 


CHAPTER  I 
INTRODUCTION 

This  report  presents  an  analysis  of  lender  claims 
paiJ  under  the  Federal  Insured  Student  Loan  Program 
(FISLP)  and  under  the  State  Guarantee  Agency  Program. 
The  selected  data  on  all  of  the  claims  paid  by  the  U.S. 
Office  of  Education  (OE)  is  stored  in  the  Claims  and 
Collection  File.     Twenty  percent  of  the  Loan  Control 
Master  File,  as  of  March  31,  1973,  was  processed  to 
extract  loan  and  borrower  characteristics  for  loans 
under  GSLP.    This  is  referred  to  in  this  report  as  the 
"20%  Sample,  as  of  March  31,  1973."    Additionally,  all 
of  the  loans  disbursed  and  recorded  into  the  Loan  Control 
Master  File,  as  of  June  30,  1973,  were  processed  to 
extract  loan  and  borrower  characteristics  for  those  loans 
that  had  turned  into  claims.     This  is  referred  to  in  this 
report  as  the  "100%  Sample,  as  of  June  30,  1973."  The 
a.nalyses  performed  in  these  two  samples  are  the  basic 
sources  of  data  for  this  report. 

Student  loans  guaranteed  by  State  guarantee  agencies  can 
reinsured  by  the  Federal  government,  but  only  for  80%  of  the 
loan  amount.     Therefore,  the  States  make  extensive  collections 
efforts  on  claims  in  an  effort  to  collect  the  full  amount  due. 


Most  of  the.  time  the  State  agencies  will  turn  over  their 
uncollected  claims  to  the  Federal  government  only  after 
such  efforts  have  failed.    There  is,  therefore,  a  consider- 
able lag  in  the  reporting  of  claims  under  the  State  Guarantee 
Agency  Program.    Furthermore,  not  all  states  report  claims 
under  the  Federal  reinsurance  program  even  after  their  own 
collection  efforts  have  failed.    The  data  on  defaults  under 
the  State  guarantee  agencies  is  therefore  only  partial. 

Certain  comparisons  between  Federal  and  State  agency 
data  may  suggest  that  the  proportion  of  claim  amounts  to 
loan  amounts  is  lower  for  State  programs  than  for  the  FISLP. 
However,  because  of  the  difference  in  reporting  of  claims 
in  the  two  programs,  no  direct  comparisons  between  the  two 
are  meaningful. 

Also,  throughout  this  report  unless  it  is  specifically 
stated  that  default  claims  are  being  referred  to,  "claims" 
refers  to  all  types  of  claims: 

default, 
.  bankruptcy, 
.     death,  and 

total  and  permanent  disability. 
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This  volume  consists  of  four  chapters. 

Chapter  I  is  the  introduction  outlining  the  report. 

Chapter  II  presents  an  analysis  of  FISLP  claims  by 
student  borrower  characteristics.    These  include: 


gross  family  income, 
adjusted  family  income, 
race , 
sex , 
age  , 

and  marital  status. 

Chapter  III  presents  an  analysis  of  FISLP  claims 
by  loan  characteristics  and  by  characteristics  of  the 
school  attended  by  the  delinquent  borrowers.    Data  here 
includes  information  on: 

the  number  of  claims, 

the  average  size  of  the  loan  in  claims, 

the  annual  totals  of  the  initial  loan 
amounts  of  loans  in  claims, 

percent  distributions  of  claims  by 
number  of  loans  to  students,  and 

percent  distribution  of  claims  by 
time  elasped  between  date  of 
disbursement    and  date  of  claim. 

Also  included  here  is  an  analysis  of  claims  by  school 
ownership  type  and  by  selected  major  school  types. 
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Chapter  IV  presents  an  analysis  by  student  borrower 
characteristics  for  those  claims  paid  under  the  State 
Guarantee  Agency  Program  that  have  been  reported  to  the 
Federal  government.     The  student  borrower  characteristics 
include ; 

gross  family  income, 
adjusted  family  income, 
race, 
sex, 

age,  and 
marital  status. 

Volume  I  of  the  GSLP  Loan  Estimation  Model  provides  a  brief 
description  of  the  legislative  authority  for  the  Guaranteed 
Student  Loan  Program  and  of  its  operational  processes.     It  gives 
summary  tables  showing  the  growth  of  the  GSLP  disbursements 
since  FY  1968.     It  also  gives  summary  tables    showing  the  distrib^ 
•ition  and  trends  of  loans  by  characteristics  of  lenders  and 
educational  institutions. 

Volume  II  contains  summary  statistics  and  cross -tabulations 
of  loan,  borrower,  lender,  and  educational  institution  character- 
istics of  GSLP  loans.     From  these  comparisons  it  is  possible  to 
determine  Guaranteed  Loan  participation  by  age.  sex.  race,  gross 
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and  adjusted  family  income,  and  type  of  educational  institution 
attended.     Included  are  statistics  on  number  of  loans  and 
loan  amounts  per  borrower  by  each  of  these  variables. 

Volume  IV  of  the  GSLP  Loan  Estimation  Model  gives  both 
a  general  and  a  technical  mathematical  discussion  of  the  GSLP 
Loan  Flow  and  Simplex  Models,  showing  how  they  were  constructed, 
what  they  analyze,  what  their  assumptions  and  limitations  are, 
and  how  they  can  be  used. 

The  GSLP  Loan  Estimation  Model  consists  of  two  separate 
models,  the  GSLP  Loan  Flow  Model  and  the  GSLP  Simplex  Model. 
The  GSLP  Loan  Flow  Model  was  developed  to  estimate  the  loan 
amounts  in  various  loan  statuses,  through  which  the  GSLP 
liabilities  can  be  estimated. 

The  GSLP  Simplex  Model  was  developed  to  provide  a 
streamlined  method  for  computing  cumulative  default  claim 
pa3mients  by  fiscal  year. 
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ANALYSIS  OF  CLAIMS  BY  STUDENT  BORROWER  CHARACTERISTICS 
FEDERAL  INSURED  STUDENT  LOAN  PROGRAM  (FISLP) 
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ANALYSIS  OF  CLAIMS  BY  STUDENT  BORROWER    CHARACTERISTICS  — 
FEDERAL  INSURED  STUDENT  LOAN  PROGRAM  (FISLP) 

The  following  chapter  provides  an  analysis  by  student 
borrower  characteristics  for  all  claims  paid  under  the  FISLP 
as  of  June  30.  1973.    Where  the  data  is  available,  the  same 
student  characteristics  that  were  used  to  analyze  loans  in 
Volume  II  of  the  GSLP  Loan  Estimation  Model  are  used  to  analyze 
claims  here,  and  these  characteristics  are: 

gross  family  income, 
adjusted  family  income, 
race  , 
sex  , 

age  ,  and 
marital  status 


Academic  year  of  the  borrower  is  not  included  in  this  chapter 
since  the  data  is  incomplete  for  claims. 

Unless  it  is  specifically  stated  that  default  claims 
are  being  referred  to,  "claims"  refers  to  claims  of  all  types-- 
i.e.,  default,  bankruptcy,  death,  and  total  permanent  disability. 

A  comparison  of  the  loan  rate  and  the  claims  rate  for 
each  student  borrower  characteristic  can  be  made  by  comparing 
the  parallel  exhibits  in  this  chapter  and  Volume  II. 


This  chapter  provides  three  exhibits  for  each  student 
borrower  characteristic.    The  first  gives  the  percent  distri- 
bution of  the  initial  loan  amount  for  those  FISLP  loans  which 
had  become  claims  and  were  paid  by  June  30,  1973. 

The  second  exhibit  gives  the  average  initial  loan  amount 
for  those  FISLP  loans  which  had  become  claims  paid  by 
June  30,  1973. 

The  third  exhibit  provides  the  proportion  of  initial 
loan  amounts  in  claims  to  the  total  loan  disbursement  for 
those  claims  paid  under  FISLP  by  March  15,  1973.  These 
proportions  are  expressed  as  percentages  and  were  computed 
by  dividing  the  total  initial  amounts  of  loans  in  claims  by 
the  total  loan  disbursement  for  each  fiscal  year.^ 

In  the  third  exhibit,  only  the  data  for  Fiscal  Years 
1969-1971  is  useful  for  comparing  the  percentages  for  various 
groups.     The  data  for  FY  1968  is  irregular,  due  to  the  fact 
that  this  was  the  first  year  of  the  program  and  patterns  had 
not  yet  been  established.    The  data  for  Fiscal  Years  1972  and 
1973  is  also  not  useful  for  the  analysis  in  the  third  exhibit, 
because  only  a  very  small  number  of  these  loans  had  matured 
as  of  March  15,  1973.    Most  remained  in  the  in-School  and  Grace 
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is  the  initial  amounts 
of  the  loans  in  claims  that  is  being  used  here,  not  the  actual 

Jlaims.  Thus,  if  a  student  borrows  $1,000  and  pays 
back  $400  before  defaulting,  it  is  the  $1,000  (the  initial  loan 
amount)  that  is  used  here,  not  the  $600  (the  actual' "•amount  in 
claims).  Therefore,  these  percentages  can  be  used  to  compare 
behavior  patterns  of  loans  with  respect  to  claims  by  borrower 
characteristics,  but  they  cannot  be  used  to  estimate  future 
claims  payments  by  OE  and  should  not  be  mistaken  for  claims  rates 
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statuses.    The  sharp  decline  in  the  percentages  for  these 
years  should  not  be  taken  as  signifying  a  real  decline.     It  is 
to  be  expected  that  the  percentages  for  loans  made  in  these 
years  will  increase  as  more  loans  mature.    For  these  reasons, 
then,  only  the  data  for  Fiscal  Years  1969-1971  is  useful  here. 

A.  GROSS  FmiLY  INCOME  (FISLP) 

The  gross  family  income  is  the  total  income  of  the 
student's  family  from  all  sources.    There  are  four  gross 
family  income  categories  used  here:     $6,000  and  under; 
$6,001-12,000;  $12,001-15,000;  and  above  $15,000.  There 
is  also  a  "No  Response"  category. 

1.        Percent  Distribution  of  Initial  Loan 

Amount  by  Borrower's  Gross  Family  Income 
tor  Claims  under  FISLP .  ' 


Students  from  families  with  gross  incomes 
of  $6,000  and  under  account  for  more  than 
50%  of  all  claims.    Those  in  the  $6.001-12.000 
group  account  for  more  than  257o  of  all  claims. 

Exhibit  II-l,  following  this  page,  shows  the  percent 
distribution  of  initial  loan  amount  by  borrower's  gross 
family  income  for  FISLP  loans  which  had  entered  claims 
status  by  June  30,  1973.    The  greatest  percentage  of 
claims  come  from  students  whose  families  had  gross  incomes 
of  $6,000  and  under.    Disregarding  the  81%  for  FY  1968  as 
an  unusual  year,  this  group  accounted  for  53-55%  of  all 
claims  for  Fiscal  Years  1969-1972  and  for  49%  for  FY  1973. 
The  average  for  the  Fiscal  Years  1969-1973  was  53%. 
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PERCEL^T  DISTRIBUTION  OF  INITIAL  LOAN  AMOUNT 
BY  BORROWER'S  GROSS  FAMILY  INCOME''' 


Claims  Under  FISLP 

Percent 

100  I        "'  I-  ■  ■  ■  ...'.»...■.■■  I . .  ■ . —  I  


20. 
10. 

0-1  1  1  1  1  

1968       1969       1970      1971       1972  1973 

FISCAL  LOAN  YEAR 

BORROWER'S  GROSS  FAMILY  INCOME 

$0-6,000 
6,001-12,000 
12,001-15,000 
15,001  6t  above 
No  response  & 
unknown 

^Source:    100  Sample  -  June  30,  1973 
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The  second  highest  percentage  of  claims  comes  from 
the  $6,001-12,000  gross  family  income  group.  Disregarding 
the  47o  for  FY  1968,  this  group  has  accounted  for  between 
217o  and  30%  of  the  total  claim  amount  between  the 
Fiscal  Years  1969  and  1973.    The  average  percentage  of 
claims  over  that  period  for  the  $6,001-12,000  group  was  26%. 
Taken  together  the  two  income  groups  below  $12,000  have 
accounted  for  about  80%  of  the  claims  between  FY  1969  and 
FY  1973.     Those  who  do  not  provide  data  on  gross  family 
income,  the  "No  Response"  group,  accounts  for  the  third 
largest  percentage  of  cla:L;ns.    This  group  accounts  for  11% 
of  claims  between  FY  1968  and  FY  1973,  with  a  high  of 
18%  for  FY  1970. 

The  two  groups  of  students  from  families  with  gross 
incomes  over  $12,000  each  account  for  between  1%,  and  6%  of 
the  total  claims  amount. 

2.        Average  Initial  Loan  Amount  by  Borrower's 
Gross  Family  Income  for  Claims  under  FISLP. 

A  general  pattern  can  be  seen  here,  though 
it  is  not  followed  precisely;     the  higher 
the  income  bracket ,  the  higher  the  average 
loan  amount . 

Exhibit  II-2,  following  this  page,  shows  the 
average  initial  loan  amount  by  gross  family  income  for 
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EXHIBIT  II -2 


AVERAGE  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  GROSS  FAMILY  INCOME* 

Claims  Under  FISLP 

Dollars 

1250  I  1  1  1  ,  r- 


1175- 


500  I  !  1  1  1  L 

1963      1969      1970       1971       1972  1973 

FISCAL  LOAN  YEAR 


AVERAGE  LOAN  AMOUNT 


$0-6,000 

$  685 

727 

785 

897 

947 

iiiiiiiii 

6,001-12,000 

663 

775 

831 

965 

954 

12,001-15,000 

708 

806 

857 

996 

964 

15,001  &  above 

524 

799 

894 

1027 

1127 

No  response  & 

738 

783 

828 

847 

893 

unknown 


^Source:    100%  Sample  -  June  30,  1973 
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FISLP  loans  whxch  had  entered  claims  status  by  June  30, 
1973.  A  general  pattern  can  be  seen  here,  though  it  is 
not  followed  precisely:  the  higher  the  income  bracket, 
the  higher  the  average  initial  loan  amount. 

Disregarding  FY  1968  and  FY  1973,  we  see  that  for  the 
highest  gross  family  income  bracket,  over  $15,000,  the 
average  initial  loan  amount  rose  from  $799  in  FY  1969,  to 
$894  in  FY  1970,  to  $1,027  in  FY  1971,  and  peaked  at  $1,127 
in  FY  1972.    Except  for  FY  1969,  these  represent  the  highest 
loan  amounts  for  any  group.     In  FY  1969  this  group  was  topped 
by  the  $12,001-15,000  group  at  $806  for  the  average  initial 
loan  amount. 

The  average  initial  loan  amount  for  the  lowest  gross 
family  income  group,  $6,000  and  below,  over  these  same 
years  was:    $727  for  FY  1969,  $785  for  FY  1970,  $897  for 
FY  1971,  and  $947  for  FY  1972.    This  was  the  lowest  average 
initial  loan  amount  for  any  group  over  the  same  time 
period  except  for  the  "No  Response"  group  in  Fiscal 
Years  1971  and  1972. 

The  average  initial  loan  amounts  for  the  middle  two 
gross  family  income  groups  fall  between  these  highs  and 
lows.     In  FY  1971,  the  $6,001-12,000  group  peaked  at 
$965  and  the  $12,001-15,000  group  at  $996. 


^'    Proportion  of  Initial  Loan  Amounts  in  Claims 
to  Total  Loan  Disbursement  by  Borrower's  rtrnsa 
Family  Income  tor  Claims  under  FISLTi 

Excluding  the  data  for  FY  1968.  a  consistent 
pattern  is  seen  here:    the  lower  the  income" 
bracket,  che  higher  the  proportion  oTljiitial 
loan__amounts  in  claims,  wi'th  "No  Responsi^  


.     -  -  jpon 

naving  the  third  highest  proportion. — 

The  proportion  of  initial  loan  amounts  in  claims  to  the 
total  loan  disbursement  by  borrower's  gross  family  income, 
presented  in  Exhibit  11-3.  following  this  page,  is  expressed 
as  a  percentage  for  each  fiscal  year.    These  percentages  were 
computed  by  dividing  the  total  initial  amounts  of  loans  in 
claims  by  the  total  lean  disbursement  for  each  fiscal  year. 
It  is  important  to  note  that  it  is  the  initial  amounts  of  the 
loans  in  claims  that  is  being  used  here,  not  the  actual  amount 
in  claims.    Therefore,  those  percentages  can  be  used  to  compare 
behavior  patterns  of  loans  with  respect  to  claims  by  borrower 
characteristics,  but  they  cannot  be  used  to  estimate  future 
claims  payments  by  OE  and  should  not  be  mistaken  for  claims 
rates. 

A  comparison  of  the  percentages  for  the  various  gross 
I'amily  income  groups  reveals  a  fairly  consistent  pattern  - 
the  lower  the  income  group,  the  higher  the  percentage  of 
initial  loan  amounts  in  claims,  with  "No  Response"  having 
the  third  highest  percentage. 


See  discussion  rn  pages  II-2  and  II-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here  and  of  the  data  used. 
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EXHIBIT  II-3 


PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  CLAIMS 
TO  TOTAL  LOAN  DISBURSEMENT  BY  BORROWER'S  GROSS 
FAMILY  INCOME* 

Claims  Under  FISLP 


Percent 
25-1— 


PERCENT 

$0-3,000 

8.7 

12.8 

12.2 

7.8 

1.2 

0 

.1 

3,001-6,000 

20.8 

12.2 

9.2 

5.7 

0.9 

0 

.1 

6,001-9,000 

17.0 

8.1 

5.7 

3.6 

0.6 

0 

.1 

mini 

9,001-12,000 

8.7 

5.1 

2.4 

2.5 

0.4 

0 

.1 

12,001-15,000 

9.3 

A.l 

2.6 

1.7 

0.2 

.0 

warn  I  i 

Over  -15,000 

11.5 

4.0 

2.2 

1.3 

0.2 

.0 

No  response 

8.8 

10.2 

10.0 

5.2 

0.7 

0 

.1 

^Source : 

20%  Sample  -  March 

31. 

1973 

100%  Sample  -  June 

30, 

1973 
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Generally  higher  percentages  were  observed  for  the 
$0-3,000  income  group.    For  this  group  the  percentages  were 
12.8%  for  FY  1969.  12.2%  for  FY  1970.  and  7.8"o  for  FY  1971. 

In  a  similar  but  slightly  lower  range,  the  percentages 
for  the  $3,001-6,000  were  12.2%  for  FY  1969,  9.2%    for  FY  1970, 
and  5.7%  for  FY  1971.    These  percentages  were  the  second 
highest  for  those  years,  except  for  FY  1970  when  the  "No  Response" 
group  was  higher,  at  10%.    The  percentages  for  the  "No  Response- 
group  were  10.2%  for  FY  1969  and  5.2%  for  FY  1971.  These  were 
the  third  highest  percentages  in  those  years. 

The  fourth  highest  percentages  are  found  in  the  $6,001-9,000 
income  group.    Here  the  percentages  were  8.1%  for  FY  1969, 
5.7%  for  FY  1970,  and  3.6%  for  FY  1971. 

The  percentages  for  the  remaining  three  groups,  over  $9,000, 
stay  fairly  close  to  each  other  and  are  the  lowest  for  all  the 
gross  family  income  groups. 

B.     ADJUSTED  FAMILY  INCOME  (FISLP) 

Adjusted  family  income  is  computed  by  subtracting  a  standard 
deduction  of  10%  plus  all  personal  exemptions  from  the  gross 
family  income.    The  five  adjusted  family  income  brackets  used 
here  are:     $0-6,000;  $6,001-12,000;  $12,001-15,000;  over 
$15,000;  and  no  response  and  unknown. 
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J-'        Percent  Distribution  of  Initial  Loan  Amount 
by  Borrower's  Ajiusted  Family  Income  for 
Claims  under  FI'M^F]  ~~ 

Students  from  families  with  adjusted  incomes 
of  $6.000  and  under  account  for  an  average 
of  63%  of  all  claims.  ^ 

Exhibit  II-4,  following  this  page,  shows  the  percent 
distribution  of  initial  loan  amount  by  adjusted  family 
income  for  FISLP  loans  which  had  entered  claims  status  by 
June  30,  1973.    The  greatest  percentage  of  claims  come 
from  students  from  families  with  adjusted  incomes  of  $6,000 
and  under.    This  group  has  accounted  for  an  average  of 
63%  of  all  claims  between  Fiscal  Years  1968  and  1973.  The 
high  was  68%  in  FY  1970;  the  low  was  58%  in  FY  1973. 

The  second  highest  percentage  of  claims  is  found  in 
the  $6,001-12,000  and  in  the  "No  Response"  groups.  The 
students  from  families  with  adjusted  incomes  of  $6,001- 
12,000  accounted  for  an  average  of  17%  of  all  claims  between 
FY  1968  and  FY  1973.     Students  who  did  not  respond  to  this 
question  accounted  for  an  average  of  16%  of  all  claims  over 
the  same  years . 

The  two  highest  adjusted  family  income  groups  accounted 
for  only  a  minimal  percentage  of  claims.    The  $12,001- 
15,000  group  averaged  only  3%  of  all  claims  between  the 
Fiscal  Years  1968  and  1973.    The  over  $15,000  group  accounted 
for  an  average  of  only  1%  of  all  claims  over  the  same  years. 
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EXHIBIT  II-4 

PERCENT  DISTRIBUTION  OF  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  ADJUSTED  FAMILY  INCOME'^ 


Claims  Under  FISLP 


Percent 
100 


90- 
80- 
70- 
60- 
50- 
40- 
30- 
20- 
10- 
0- 


59% 


66% 


68% 


64% 


64% 


58% 


1968       1969       1970      1971  1972 
FISCAL  LOAN  YEAR 

BORROWER'S  ADJUSTED  FAMILY  INCOME 


1973 


t 


MlMliJi 


$0-6,000 
6,001-12,000 
12,001-15,000 
15 , DOl  &  above 
No  response  & 
unknown 


^Source:    100%  Sample  -  June  30,  1973 
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2. 


Average  In  if.  ial  Loan  Amount  by  Borrower's 
Adjusted  Fa-aiiy  income  for  Claims  undeFTlSLP . 


A  general,  though  not  entirely  consistent 
pattern  seen  here  is;     the  higher  the  income 
bracket,  the  higher  the  average~loan  amount. 

Exhibit  II- 5,  following  this  page,  shows  the  average 
initial  loan  amount  by  adjusted  family  income  for  FISLP 
loans  which  had  entered  claims  status  by  June  30,  1973. 
A  general  pattern  can  be  seen  here,  though  it  is  not 
followed  precisely:     the  higher  the  income  bracket,  the 
higher  the  average  initial  loan  amount. 

The  two  highest  adjusted  family  income  groups  alternate 
for  the  highest  average  loan  amount.    The  over  $15,000 
group  had  the  highest  average  loan  amount  in  FY  1970  ($904) 
and  in  FY  1971  ($1,032).    The  $12,001-15,000  group  had  the 
highest  average  loan  amount  in  FY  1968  ($742) ,  FY  1969  ($831) 
and  in  FY  1972  ($1154) . 

The  lowest  adjusted  family  income  group,  $6,000  and 
under,  had  the  lowest  average  loan  amount  in  FY  1968 
($664),  FY  1969  ($740),  and  in  FY  1970  ($794).  The 
"No  Response"  group  had  the  lowest  average  loan  amount  in 
FY  1971  ($864)  and  FY  1972  ($909). 

The  average  loaji  amount  for  the  middle  adjusted 
family  income  group,  $6,001-12,000,  stayed  between  the 
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EXHIBIT  11-5 

AVERAGE  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  ADJUSTED  FAMILY  INCOME 


Claims  Under  FISLP 


Dollars 
1250 


1969      1969    1970      1971  1972 
FISCAL  LOAN  YEAR 
AVERAGE  LOAN  AMOUNT 


1973  19; 


$0-6,000 

$  664 

740 

794 

914 

947 

6,001-12,000 

694 

784 

837 

985 

987 

12,001-15,000 

742 

831 

833 

1029 

1154 

15,001  &  above 

721 

801 

904 

1032 

1123 

No  response.  & 

698 

751 

832 

864 

909 

unknown 

^Source i 

100%  Sample 

-  June 

* 

III 
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highs  and  lows  for  the  other  groups.  It  peaked  at  $985  in 
FY  1971  and  $987  in  FY  1972. 


3.    Proportion  of  Initial  Loan  Amounts  in  Claims 

to  Total  Loan  Disbursement  by  Borrower's  Adjusted 
Family  Income  for  Claims  under  FISLF! 

The  highest  proportion  of  initial  loan  amounts  in 
claims  is  found  in  the  lowest  adjusted  family 
income  ^roup.  S3. OOP  and  below.    The  second  highest 
proportion  is  for  the  "No  Response"  grouiT 
The  third  highest  proportion  is  for  the  next 
lowest  income  group.  $3,001-6,000. 

The  proportion  of  initial  loan  amounts  in  claims  to  the 
total  loan  disbursements  by  borrower's  adjusted  family  income, 
presented  in  Exhibit  II-6,  following  this  page,  is  expressed 
as  a  percentage  for  each  fiscal  year.    These  percentages  were 
computed  by  dividing  the  total  initial  amounts  of  loans  in 
claims  by  the  total  loan  disbursement  for  each  fiscal  year. 

A  comparison  of  the  percentages  reveals  marked  differences 
between  the  various  adjusted  family  income  groups.    The  highest 
percentages  are  found  in  the  lowest  adjusted  family  income 
group.     For  students  from  families  with  adjusted  incomes  of 
$3,000  and  below,  the  percentages  were  13.6%  for  FY  1968, 
13.4%  for  FY  1969,  9.5%  for  FY  1970,  and  5.9%  for  FY  1971. 

The  second  highest  percentages  are  found  for  those  students 
who  did  not  respond  to  this  question.    For  this  group,  the 
percentages  were  11.1%  for  FY  1968,  11.3%  for  FY  1969, 
9.2%  for  FY  1970,  and  6.5%  for  FY  1971. 

^  See  discussion  on  pages  II-2  and  II-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here  and  of  the  data  used. 
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EXHIBIT  II-6 


PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  CLAIMS 
3?J?S^Ki5^^.^^^^"^SEMENT  BY  BORROWER'S  ADJUSTED 
FAMILY  INCOME* 

Claims  Under  FISLP 

Percent 
25 


20- 


15- 


1969 


1970 


1971 


1972 


1973 


FISCAL  LOAN  YEAR 


ERIC 


$0-3,000 
M9HI  3,001-6,000 
m»wm  6,001-9,000 
mmm  9,001-12,000 
mmm  12,001-15,000 
•MM   Over  -15,000 
wmm  No  response 


13.6 
8.7 
6.0 
5.6 
6.6 
4.2 

11.1 

^Source : 


13.4 

8.3 

5.0 

4.2 

4.3 

4.7 
11.3 

20%  Sample 
100%  Sample 


PERCENT 

9.5 
6.2 
4.2 
2.8 
2.3 
2.0 
9.2 


''0 


5.9 
3.9 
2.5 
1.7 
1.4 
1.3 
6.5 


1.0 
0.6 
0.4 
0.2 
0.2 
0.4 
0.9 


March  31,  1973 
June  30,  1973 


0.1 
0.1 
.0 
.0 
.0 
.0 
.0 
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The  next  highest  percentages  are  found  in  the  group 
whose  adjusted  family  income  was  $3,001-6,000.    For  this 
group  the  percentages  were:  8.7%  for  FY  1968,  8.3%  for  FY 
1969,  6.2%  for  FY  1970,  and  3.9%  for  FY  1971. 

The  remaining  four  groups  tend  to  remain  within  a 
fairly  close  range.  ,  The  group  of  students  whose  adjusted 
family  income  was  $6,001-9,000  has  the  highest  percentages 
of  these  four  groups,  except  for  FY  1968.    The  percentages 
for  this  group    were:  5%  for  FY  1969,  4.2%  for  FY  1970,  and 
2.5%  for  FY  1971. 

For  the  $9,001-12,000  group  the  percentages  were: 
4.2%  for  FY  1969,  2.8%  for  FY  1970, and  1.7%  for  FY  1971. 

This  pattern  is  very  close  to  that  of  the  next  income 
group,  $12,001-15,000.    For  this  group  the  percentages  were: 
4.3%  for  FY  1969,  2.3%  for  FY  1970,  and  1.4%  for  FY  1971. 

The  remaining  group,  those  whose  adjusted  family  income 
was  above  $15,000,  fluctuates  somewhat,  but  remains  within 
a  similarly  close  range  to  the  preceding  three  groups. 
For  the  group  whose  adjusted  family  income  was  above 
$15,000  the  percentages  were:    4.7%  for  FY  1969,  2%  for 
FY  1970,  and  1.3%  for  FY  1971. 
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^-       RACIAL  AND  ETHNIC  BAKIfGROUND  (FIST.P^ 


The  racial  and  ethnic  background  data  on  the  student 
application  provides  a  criterion  for  determining  the  ex- 
tent to  which  minority  students  are  receiving  benefits 
under  the  FISLP.    Although  .ost  students  have  responded  ■ 
to  the  racial  and  ethnic  question,  it  is  not  a  prerequisite 
to  receiving  a  loan.     Three  major  ethnic  groups  have  been 
identified  in  this  analysis:    Whites,  Blacks,  and  Spanish- 
Mericans.     Other  categories  include  American  Indians  and 
American  Orientals. 


1. 


Percent  Distribution  nf  Jr^^r^i]  Loan  Amoun^ 

Between  the  Fisral  Years  19fi8  and  1971 
Wnicestudents  account- ^H-fn.  ^r.^^^^- 

f^|^ff|ff^l7|I  and  BladTitugj^tQ^r— 
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Exhibit  II-7,  following  this  page,  shows  the  percent 

distribution  of  initial  loan  amount  by  race  for  FISLP  loans 
which  had  entered  claims  status  by  June  30,  1973.  The 

greatest  percentage  of  claims  come  from  White  students. 

The  percentage  for  this  group  decreased  from  55%  in  Fiscal 

Years  1968  and  1969  to  437o  in  FY  1972.     It  then  rose  to 

487o  in  FY  1973.    The  average  percentage  of  claims  for  this 

group  between  Fiscal  Years  1968  and  1973  was  53%. 

The  second  highest  percentage  of  claims  is  for 
Spanish-American  students.    The  percentage  for  this  group 
decreased  steadily  from  37%  in  FY  1968  to  15%  in  FY  1972. 
It  then  rose  to  30%  in  FY  1973.    The  average  percentage  of 
claims  for  this  group  between  Fiscal  Years  1968  and  1973 
was  277o. 

The  third  highest  percentage  of  claims  is  for 
Black  students.    The  percentage  for  this  group  rose 
steadily  from  8%  in  FY  1968  to  34%  in  FY  1972.     It  then 
declined  to  16%  in  FY  1973.    The  average  percentage  of 
claims  for  this  group  between  Fiscal  Years  1968  and  1973 
was  20%. 
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EXHIBIT  ii>7 


PERCENT  DISTRIBUTION  OF  INITIAL  LOAM  AMOUNT 
BY  BORROWER'S  RACE>'^' 


Clains  Under  FISLP 


1968      1969       1970      1971  1972 
FISCAL  LOAN  YEAR 

BORROWER'S  RACE 

— =1  White 
Black 

|«^V*v*'»'      Spanish  American 
Other 

i'       •  ■.'1     No  Response 


1973 


^Source:    100%  Sample  -  June  30,  1973 


ERIC 
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EXHIBIT  II-8 
AVERAGE  INITIAL  LOAI^  AMOUNT  BY  BORROU^R'S  RACE 


Claims  Under  FISLP 


Dollars 
1150 

1100 

1050 
1000 

950 

900 

850 

800 
750 


700 
650 


•••• 


1968      1969      1970      1971        1972  1973 

FISCAL  LOAN  YEAR 


1974 


AVERAGE  LOAN  AMOUNT 


White 
Black 


'$707 
■  649 


791 
723 


853 
752 


965 
949 


972 
1,009 


822 
783 


^Source:     100%  Sample  -  June  30,  1973 
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2 •        Average  Initial  Loan  Amount  by  Borrower's 
Race  for  Claims  under  FISLP . 


The  average  loan  amount  to  Black  students 
was  lower  than  that  of  White  students  in  the 
First  four  years  of  the  program,  but  in 
FY  1972  it  was  higher.  

Exhibit  11-8,  following  this  page,  shows  the 
average  initial  loan  amount  to  Black  and  White  students 
for  FISLP  loans  which  had  entered  claims  status  by 
June  30,  1973.     The  average  loan  amount  to  Black  students 
has  been  lower  than  that  of  White  students  in  every  year 
except  FY  1972.     In  that  year  the  average  loan  amount  to 
Black  students  was  $1,009;  to  White  students  it  was 
$972.     The  difference  between  the  two  groups  was  smaller 
in  the  last  three  years  of  the  program  than  in  the  first 
four  years.    The  difference  was  the  greatest  in  FY  1970 
when  it  was  $101.     It  was  least  in  FY  1971  when  it  was 
$16. 

3-     Proportion  of  Initial  Loan  Amounts  in  Claims  to 
Total  Loan  Disbursement  by  borrower's  Race  for 
Claims  under  FlgLF!  — 

The  highest  proportion  of  initial  loan  amounts 

m  claims  is  found  for  Black  students.  The  

proportion  tor  this  p;roup  tendTToTe  tHree 
times  as  great  as  for  any  other  group .except 
for  the  "No  Response^  group,  whTch  has  the 
second  highest  proportion^ 

The  proportion  of  initial  loan  amounts  in  claims  to  the 
total  loan  disbursement  by  borrower's  race,  presented  in 
Exhibit  II-9.  following  Exhibit  II-8,  is  expressed  as  a 
percentage  for  each  fiscal  year.    These  percentages  were 
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EXHIBIT  II-9 


PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  CLAIMS  TO 
TOTAL  LOAN  DISBUSRSEMENT  BY  BORROWER'S  RACE* 

Claims  Under  FISLP 


1969 


1970  1971 
FISCAL  LOAN  YEAR 


1972 


1973 


PERCENT 


•llllll 

White 

5 

9 

5 

4 

4.3 

2. 

6 

0.4 

.0 

Black 

20 

0 

18 

.6 

16.4 

9. 

4 

1.2 

.0 

American  Indian 

4 

0 

3 

.2 

4.4 

4. 

2 

0.8 

.0 

Oriental  American 

0 

0 

.2 

0.4 

1. 

0 

0.4 

.0 

i  •  MM 

Spanish  American 

6 

3 

.2 

1.4 

5. 

5 

1.0 

.0 

Wlllll 

No  response 

7 

6 

9 

.0 

9.0 

4. 

0 

0.6 

.0 

ERIC 


^Source : 


20%  Sample 
100%  Sample 


March  31,  1973 
June  30,  1973 


11-23 


computed  by  dividing  the  total  initial  amounts  of  loans  in 
claims  by  the  total  loan  disbursement  for  each  fiscal  year.^ 

A  comparison  of  the  percentages  reveals  marked  differences 
between  the  various  groups.    The  highest  percentages  are  found 
for  Black  students.    These  are:  18.6%  for  FY  1969,  16.4%  for 
FY  1970,  and  9.4%  for  FY  1971.    The  percentages  for  Black 
students  tends  to  be  over  three  times  as  great  as  any  other 
category  except  "No  Response". 

The  percentages  for  the  "No  Response"  group  are  the 
second  highest  for  these  categories.    These  percentages 
were:     9%  for  FY  1969  and  FY  1970,  and  4%  for  FY  1971. 

White  students,  Spanish  Americans,  and  American 
Indians  all  have  similar  percentages.    For  White  students 
these  percentages  were:  5.4%  for  FY  1969,  4.3%  for  FY  1970, 
and  2.6%  for  FY  1971. 

The  percentages  for  Spanish  American  students  were 
slightly  lower  than  those  of  White  students  for  Fiscal  Years 
1969  and  1970  when  they  were  3.2%  and  1.4%  respectively. 
However,  the  percentage  was  higher  for  Spanish  American 
students  in  FY  1971  when  it  was  5.5%. 


See  discussion  on  pages  II-2  and  II-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here  and  of  the  data  used. 
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Similai;  percentages  are  found  -far \ American  Indians, 


For  this  ^roup  the  percentages  were.  ^  3.2%  for  FY  1969, 

'      '.'  ■ 
4.4%  fox  FY  1970,  and  4.2%  for  FY  1972. 

•  The  lowes^  percentages  are  found  for  Oriental  Americans. 
Fq^  this  grouij)  the  percentages,  were :    0.2%  for  FY  191 
0.4%  for  FY. '1^70,  and  1% 'f or  FY  1971. 


b.        SEX  (FISLP) 

There  are  three  groups  identified  here:  male, 
female,  and  "No  Response".  \ 


1.        Percent  Distribution  of  Initial  Loan  Amount  by 
Borrower's  Sex  for  Claims  under  FISLP . 


Between  Fiscal  Year ^;  1968  and  1973  male  students 
accounted  for  an  average  q:^  50%  of  claims, 
female  students  for{25%,  ajid  "No  Response" 
for  25%.   A  ~ 


Exhibit  11-10,  following  thi^s  page,"  shows  the  • 

percent  distribution  of  initial  loan  amount  by  sex 

ft        ■     ,  N 

foi:  those  FISLP  loans  which  had  entered  claims  status 
by  June  30,  1973.    Between  Fiscal  Years  1968  and 


EXHIBIT  11-10 


PERCiiNT  DISTRISUTIO:^  OF  INITIAL  LOAInI 
AMOUNT 'BY  BORROV/ER'S  SEX''^ 


Claims  Under  FISLP 


) 


l^ercent 
100 
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80 
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25% 


15% 


30% 


, 47%  55% 


337o 


55% 


1968      1969       1970      1971  1972 

If^ISCAL  LOAN  YEAR  ' 
BORROWER'S  SEX 

Male 

Female 

No  Response 


29% 


20%'^'. 


51% 


1973 


^Source:     100%  Sample  -  June  30,  1973 


ERIC 
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1973,  male  students,  accounted  for  an  average  of  twice 
the  percentage  of  claims  as  female  students.^  the 
average  for  male  students  was  50/;,  ranging  from  a 
high  of  5i)7o'in  Fiscal  Years .  1971  apd "  1972  to  a  loWof 
47%  in  FY  1970;    The  average  for  female  students 
was  25%.  ranging  from  a  high  of  33%  in'PY  1972  to  a  low 
of  18%  in  FY  1968.  '  -  '  ■ 

.         The  percentage  of  claims  for  the  "No  Response"  group 

is  surprisingly  high,  averaging  25%.    the  range  for  this 

group  was  from  a  high  of  3C  in  1&68  to  a  lo^  of  1^2%  in 

FY  1972.  i  '.'  ' 

0         ■     ■  ■ 

2 .       Average  Initial  Loan  Amount  by  Borrower's 
Sex  for  Claims  undet  FISLP.  • 

i' 

The  average-  loan  amount  has  been  higher 
■  to  male  students  than  to  female  students 
'      '■      throughout  the  life  of  the  program.  ^ 

Exhibit  11-11,  followj.ng  this  page,  shows  the  average 
initial  loan  amounts  by  sex  for  FISLP  loans  which  had 
entered  claims  status  by  June  30,  1973.    Male  si:udent"s 
have  consistently  borrowed  larger  average  amounts  than 
female  students.    The  average  loan  amount. to  male* 
students  rose  f^om  a  low  of  $713  in  FY  1968  to  a  high 
&£  $i;006  in  FY  1971.    The  average  loan  amount  to  female 
students  rose  from  a  low  of  $663  in  FY*  1968  to.  a  high 
6f  $927  in  FY  1972.  •       ,  - 

/ 
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EXHIBIT  11-11 
AVERAGE  INITIAL  LOAN  AMOUNT  BY  BORROWER'S  SEX''^ 

Cl'aims  Under  FISLP 


Dollars 
^  30- 

^100 

1050 
1000 

950 

900  t 

850 
800 


750  [ 


700  h 
650 
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1968  1969 


Male 


$713 


Female  nm  663 


809 
705 


1970      1971  1.972 

FISCAL  LOAN  YEAR 
AVERAGE  LOAN  AMOUNT 


895  1,006  1.000 
694         840  927 


\1) 


843 
794 


J 


19i73.  1974 


^Source;    100%  Sample  -  June  30,  1973 
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3 .  Proportion  ef' Initial  Loan  'Amounts  in  Claims 
to  Total  Loan  Disbursement  by  Bo'rrower's  Sex 
tor  Claims  ufrider  FISLP. 


The  highest  proportion  of  initial  loan  amounts 
in  claims  is  found  for  the  "No  Response"  group. 
The  proportions  for  male  and  femal6  borrowers 
stay  very  close"  to  each  other  and,  are  significantly 
lower  than  for  the  "No  Response"  group. 


The  proportion  of  initial  loan  amounts  in  claims  to  the  ^  ' 

total  loan  disbursements^^by  borrower's  sex,  presented  in 
•Exhibit  11-12,  following  this  page,  is  expressed' as  a        •  *  . 
percentage  for  each  fiscal  year.-.  The sfe-  percentages  were 
computed  by  dividing  the  tojtal  initiaTioan  amounts  o'f -loans 
ii^  claims  by  the 'total  loan  disbursement  for  each  fiscal  year.^' 

'  .A  cotnparison  of  percentages  re<reals  only'  sJLight  d-iff^rences 
between  males  and/ females.    For  males  .the 'percentage's  were: 
6.6%  for  both  FY  1968  and  FY  1969,  5.47o  for  FY  1970,  and  - 

*  ■  .   "  ■ 

3.27,  for  Py  1971.  \^ 

« 

For  females  the  percentages  were:     6.2%  for  both  FY  1968 
*  and  FY  1969,  '5.8%  for  FY  1970,  and  2.4%  for  FY  1971. 

t  »  -  ♦ 

» 

The  percentages  for, those  who.  .did  not  identify  their 
se;c.w6re  some^at  higher,,  being  8%  for  FY  1968,  &:4%  for 
P  1969  and  for  FY  1970,  and  2.4%  for  FYa971. 


^  See  discussion  on  pages  II-2  and"lI-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here  and  of  the  data  used. 
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EXHIBIT  II-I2  ,     ?    .  t 

PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  PTATWq 
TO  TOTAL  LOAN  DIS^URSEMeS^sTboLS^SeR^'sLv 

Cl,aims  Under'  FISLP 


Percent 
.  25 


20- 


15- 


•  10- 


y- 


:1969       1970*  1971 
FISCAL  LOAN  YEAR 


1972 


1973 


Male  • 
iiiiiiii      Female'  • 

No  response 


6.6 
6.2 
8.0 


6.6 
6.2 

8. A 


'PERCENT 

5.4 
5.8 
8.4 


3.2 
4.0 
2:4 


0.4 
0.6 
0.4 


^Source'':      20%  Sample  -  March  31,  1973 
'    100%  Sample  -  June  30,  19'73 


.0 
.0 
.0 


ERIC 
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E.        AGE  (FISLP)  . 

Student  borrowers  ..are  divided  into  five  age  groups 
17-20;   21-22;  23-26;  27  and  over;  and  "No  Response". 

*    •  .     '  /  •        '  • 

1  •        Percent  Distribution  of  Init^ial  Iboan- Amount  '  • 
by  borrower's  Aga  tor  Clai.ifis~under  FISLPT"" 

The  general  pattern  here  is:     on  the  average 
the  higher  the  age  bracket,  .the^  higher  the  ^ 
percentage  of  <:laims.     The  highest  percentg-ge  ' 
is  for  the  "No  Resp®nse". -group .  . » '  ' 


■  y 


Exhibit  11-13',  following  this  "page," shows;/^iie  percent 
/'       ■  ■  ^        .  ■    '  •      .      y  ' 

distribubion. -of  initial  loan  amouht  by,  bo^ower '  s  age 

for.  those  FISLP- loans  whicl^  had  entered^ claims  status  by 

June  30,  1973.-  The  greyest  percentage 'of  claims  come  ' 

from  students  who  did  not  respond  to  this  -question.  "  The 

average  percentage  fdr  this  group  was  24%  for  the  p'feriod 

between  FY  1968  and  Fy'i973.  '        .  ,  .  / 

...»  •■  _  • 

"The  second  highest  percentage  of  claims  is  found  in  the 

top  two  ag^  brackets,  23-26,  and  '27  and  over.     The  average 

lor  both  the.SG^group&-wa.s  227o  for  J:he_^^^  .between 

FY  1968  and  FY  1973.  ' 

»  ■  *  ' 

The  next  age- group  21-22,  had  t.he  next  highest  average 
percentage  of  claims  a-t  ^1%,     The  lowest,  age  group,'  17-20, 
had  the  lowest  percentage  at  15%.  ^  , 


EXHIBIT  11-13 

PERCEN.T  DISTRIBUTION-  OF  INITIAt  LOAN 
Ai^pUNT  BY  BORROWER '  S  .AGE '"^ 


Claims  Under  FISLP 


*4 


Percent 
100 

.  90 

80 
.  70 

60 

*  i  I 

.r . 
50 

40 

30 

20 
10 

0 


196.8      1969        1970  1971 
FISCAL  LOAN  YEAR 
BORROWER'S  AGE 


1972 


1973 


17-20 


23-26 


ID  27  &  over  ■ 
;|  No  response 


^'fSource;     1007o  Sample  -  June  30,  1973 
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^ '        ^vgljSe-Initial  Loan  Amounthv  Rnrv^r.^r  •  g 
Ag^  for  CTilis  under  FLSrp-  £°Her_s 

•  The_iowgs^^ayerage  loan  amoun"i-  is  found  , 
tor_those_stud^^  ,  . 

tern  can  be  observednier^  —  


Exhibit  Il-l^i,  following  this  page,  shows  the  average 
inilial  loan  amount  by  age  group  for  those  FISI,P  loans  which 
had  entered  claims  status  by  June  30,  1973.     No  consistqt^t 
pattern  can  -be- observed  here  in  comparing  the  different 
age  groups,  except  that  the  "No  Response"  group  tends  to  • 
have  the  lowest  average  initial  loan. amount.     The  average  ^ 
amount  for  this  group  rose  from  a  low  of  $649  in  FY  1968 

« 

to  a  high  of  $866  in  FY  1972^ 

The  second  lowest  average  loan  amount,  was  for  the 
21-22  age  group.     This  rose  from  $677  in  FY  1968  to  $5l6  * 
in  FY  1971,     In  FY  1972  it  rose  to  $982,  the  highest 
average  loan  amount  for  any  age  group  in  any  year  of  the 
program..   It  then  dropped  back  to  $797, in  FY  1973,  the 
lowest  average  loan  amount. for  that  year.  '  ' 


L^n 


The  27  and  over  age'  group  had  the  highest  average 
loW  amount  during  the  first  three  years  of  the  program,  •■ 
rising  from  $728  in  FY '1968  to  $82^  in  FY  1970.     Th^  17-20 
age  group  had  the  highest  average  amount  in  FY  1971  at 
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EXH'IBIT  11-14 


AVERAGE  INITIAL  LOAN  AMOUNT  BY  BORROVJER'S  AGE'V 


Claims  Under  FISLP 


Dollars 
llOU 


1968      1969  •    1970      1971        1972  1973 

FISCAL  LOAN^  YEAR 
{       AVERAGE  LOAN  AMOUNT 


1974 


mt 

17-20  $ 

684 

772  . 

804 

970 

'  977 

915 

21-22 

677 

737 

804 

916 

982 

797 

iiifi 

23-26 

685 

756 

•808 

944 

934  , 

857 

■  i  1 

27  &  over 

728  . 

811 

826 

922 

■  956 

810 

Unknown 

649 

711 

798 

816 

866 

801 

■   *Soui:ce:     i007o  Sample  -  June. 30/  1973 

ii.-aa  \ 


$970  and  in  FY  1973  at  .    The  21-22  age  group  had  the 

highest  average  loarf  amount  in  FY  1972  at  $982.    The  23-26 

*  ■ 

age  ,group  stayed  within  the  middle  range  throughout  the  program. 

•3.    Proportion  of  Initial  Loan  Amounts  in  Claims  to 
Total  Loan  Disbursement  by  Borrower's  Age  for 
\ciaims  under  FISLF!  \  ' 

* 

The  general  pattern  obsei^ved  here  is:  the  higher 
\  the  age  group,  the  higher  the  proportion  of  initial 


however,  is  that  the  i 

pro] 

portion  for  the  "No  Response 

group  is  three  dimes 

fiigl 

ker  than  the  Jtiighest 

The  proportion  of  initial\loan  amounts  in  claims  to  the     -  • 
total  loan  disbursements  by  bori^ower's^ge,  presented  in. 
Exhibit  11-15,  following  this  page*  is  expressed  as  a  percentage, 
for  each  fiscal  year.    These  percentages  were  computed  by 
dividing  the  total  initial  loan  amounts  of  loans  in  claims 
by  the  total  loan  disbursement  S^or  each  fiscal  year.^" 

A  comparison  of  the  percentages  reveals  Zhat  the  higher 

•the  age  group,  the  higher  the  percentage  of  initial  loan  amounts 

•  ./ 

in  claims.    The  most  striking  fact,  however,  is ■ that  the 

percentages  for  the  "No  Response"  group  are  three  times 

higher  than  for  the  highest  specified  age' group.    The  peH|intages 

for  the  "No  Respcn'se"  group  were:     39.5%  for  FY,  1969,  23.8% 

for  FY  1970,  and  9.3%  for  FY  1971.    This  represents  the 

highest  percentages  of  initial  loan  amounts  in  claims  for' 

any  category  analyzed  in  this  chapter. 

■  -       ■  ■        ■    \ 

11  '  •         ,  ' 

See  discussion  on  pages  II-2  and  II-3  on  the  limitations  , 

and  uses  of  the  percentages  as  defined  here  and  of  the  data  u^ed. 
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EXHIBIT  11-15 


PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  CLAIMS  ' 
TO  TOTAL  LOAN  DISBURSEMENTS _BY  BORROVffiR ' S  AGE* 

"  Claims  Under  FISI^P         •  •» 


■iifiii 
M 1  mm 


Percent 
50 


*9  -■ 


40- 


30- 


.20- 


10- 


0 


1968 


l>-20 
21-22  ^ 
23  -  26 
27.  &  over 
Unknown 


I' 


i 


■ 

i 

liki 


4-4 

5.2  . 

9.0 
11.0 
33.2 

*Source 


1969       1970  1971 

FISCAL  LOAN  YEAR 

-  PERCENT 

,4.4  . 

4.8 

8.6, 
10.6 
39.5 


\ 


19.72 


20%  Sample 
\  Sample 


1007c 


March  31,  1973 
June  30,  1973 

/ 


1973 


4.6 

3.6 

.0.4 

,0 

4.0 

.2.7 

0.3 

.0 

6.9 

3.6 

.  0.9 

0.1 

8.0 

4.5 

0.9 

0.2 

23.8 

9.3 

5.5 

2.9 

ERIC 
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I        The  second  highest  percentages  are  for  t,he 'group 
'27  and  over*.  'For  this  group^-the  percentages  were: 
10.6%  for  FY  1969,  8%  for  FY  1970,  and  4.5%  for  FY  1971.' 

« 

The.  percentages  for  the  next  group,  ages  23-26,  remain 

two  percentage  points  or  less  below  the  group  27  and  over. 
f 

The  percentages  for  the  23-26  year  old  group  were: 

8.6%  for  FY  1969,  6.9%  for  FY  1970,  and  3.6%  for  FY  1971. 

"4 

The  percentages  for  the  remaining  two  groups  are 
significantly  lower  .than  this  other  groups,  .  FoV  the  21-22 
group  the  percentages  weret^^^87o  for  FY  1969,  47o  for 
FY  1970,  and.  2.7%  for  FY  19.71.  " 

The  percentages  for  .the  youngest  group,  ages  17-20, 
begin  slightly  lower  than  for  the  21-22  group,  and  then 
rise  slightly  above  it.    The  percentage  begihs  at  4.47o 
for  FY  ■'"59  and  then  rises  to  4.6%  for  FY  1970.     It  was 
3.6%  for  FJ  1971.  * 
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/ 

■  '  .,  \ 

F,        MARITAL, STATUS  (FISLP) 

Student  borrowers  are  divided  into  four  categories 

*  ■         "  . 

for  marital,  status:     single,  married,  other  (including 
divorced,  separated,  and  widowed) ,  and  "No  Response". 


/ 


1 .        Percent  Distribution  of . Initial  Loan  Amount 
/ ' .      by  Borrower's  Marital  Status  ^or  Claims  unEer 
/         FISLPT  ^  ^  '  


^  Single  students  account  for  an  average  o'f 

41%  of  all  claims,  married  students  for 
an  average  of  25%.    The'  "0-t her",  and  "No 
Response    groups ^together  account  for  an 
average  of  34%  of  all  claims.  \  '' 

Exhibit  11-16 >  roliowin9  this  page,  shows  the  percent 
.■      .  ■        '     '  ■     ,        ■  . 

distribution  of  initial  loan  amount  by  borrower's  marital 

status  for  those  FISLP  loans  which  had  entered  claims 

status  by  June  30,  1973.     The  greatest  percentage  of  claims 

come  from  single  students,  who  averaged  41%  of  all  claims 

between  FY  1968  and  FY  1973.     The  high  for  this  group  was 

r 

47%  in  FY  1971;  the  low  was  36%  in  FY  1973. 

The  second  highest  percentage  of  claims  comes  from 
the  "Other"  and  "No  Re^Sbaise"  groups  taken  together.  These 
^^'roups  together  averaged /34%  of  all  claims  between  FY  1968 
and  FY  1973,  with  a  high  of  43%  in  FY  1968  and  a  low  of  25%  in 
"fY  1972.  '  ■ 

Married  students  accounted  for  the  lowest^  percentage 
•  of  claims,  avera.ging  25%  betwe'en  FY  1968  and,  FY  1973.   The  high 
for  this  group  was  30%  in  PY  1972;  the  1    t  was  20%  in  FY  1968. 


EXHIBIT  11-16 

PERCENT  DISTRIBUTipN  OF  INITIAL'  LOAN  AMOUNT  BY 
BORROWER'S  MARITAL  STATUS* 

''[   Claims  under  FISLP 


Percent 


100 


1968      1969       1970      1971  1972 


1973 


.FISCAL  LOAN  YEAR 


tonmnifl  single 

Married 
rr  - No  response, 
unknown  .6c 
other  • 


^Source:    100%  Sample  --June  30,  1973 
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2.        Average  Initial  Loan  Amoune  by  Borrower's  Marital 
Status  for'  Claims  under  FISLP .  — 

Married  stud,ents  borrowed  more  .in  the  first 
two  years'of  the  program,  single  students 
borrowed  more  in  the  last  four  years. 

*  Exhibit . II -1,7 ,  following  this  page,  shows  the  average 
initial  loan  amount  for  sipgle  and  married  student  borrowers 
"Tor  FISLP.  loans  which  had  entered ^claims  status  by  June  30, 
1973.    Married  students  borrowed  more  in  the  first  two  yeaifs 
of  the  j^rogram,  rising  from  an  average  of  $710  in  FY  1968  to 
an  average  of  $797  in  FY  1969. 

* 

Single  students  borrowed  more  in  the  last  four  years  of 
the  program  with  a  low  of *$828  in  FY  1970  and  a  high  of  $997 
in  FY  1972. 

3.  Prx>portion  of  Initial  Loan  Amounts  in  Claim^  to 
Total  Loan  Disbursement  by  Borrower's  Maritll  ' 
Status  for  Claims,  under  FfsIF!  T" 

'  The  proportion  of  initial  loan  amounts  in  dlaims 

for  the  "Other;'  group  (including  divorcedTT  

separated,  or  t^ridowed)  is  two  to  three  tim.bs 
»       greater  than  f or  the ^married  or  single  gr mips . 
The  proportion  is  lowest  for  single  studi|fesT'- 

V  1/  ^  proportion  of  initial-  loan  amounts  in  claims  tjo  the ' 

to^  loan  disbursement  by  borrower's  marital  status,  presented 

in  Exhibit  11-18,  following  Exhibit  11-17,  is  expressed  as  a 

percentage  f or ^ach  fiscal  year.    These  percentages  were 

\  ■ 
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EXHIBIT  11-17 


AVERAGE  INITIAL  LOAN  AMOUNT  BY  BORROWER'S 
■     MARITAI^  STATUS'-f^ 

Claims  Under  -FIS LP 


\^  Dollars 

aioo 


600 


1968      19'69      1970      1971        1972      1973     ,  1974 

FISCAL  LOAN  YEAR 


AVERA.GE  LOAN  AMOUNtt" 


le 
led 


$  694  768 
710  797 


828  970  997  852 
807        914      ^48  775 


^Source:    100%  Sample  -  June  30,  1973 


s 


\ 


.  EXHIBIT  11-18 

,   .  ■  < 

PROPORTION  OF  INITIAL  LOAN  AMOUNTS  -IN  CLAIMS " TO 
TOTAL  LOAN  DISBURSEMENT  BY  BORROWER' S  MARITAL  STATUS* 


Claims  Under  FISLP 


Percent 
25 


20- 


15- 


10- 


1968 


1969  '       1970  VSIX 
FISCAL  LOAN  YEAR 


Single 

Married 

Other 

No  response 


5.6 
7.2 
18.0 
7.8 


5.4 
7.2 
17.6 
8.4 


PERCENT 

4.4 
6.2 
16.0. 
8.4 


3 
3 
9.8 
2.4 


1972 


*Source:      20%  Sample 
100%  Sample 


March  31,  1973 
June  30,  1973 


1973 


0.4 

.0 

0.6 

.0 

1.4 

.0 

0.4 

.0 

C(^puted  by  divicHng  the/ total  initial  amounts  of  loans  in 
claims  by  the  total  Xiban  disbursement  for  each  fiscal  year.'^ 

The  percentages ,  for  single  students  are  the  lowest.* 
These  were:    -S-AVo  for  FY  1^69^  4.4%  foi:  FY  1970,  and  '\ 


3.2%  for  FY  1971. 


\ 


X 


The  pjarcentages.fbr  married  students  tend^  to  be  somewha^  . 
Mgher:    7.2%  for  FY  l'9&9,  6.2%  for  FY  1970,  and  3.2%  for 


FY  197 1\  . 


■      -  '.  ' 


T^ie  percentage^  for  those  who  did  not  respond  to  this 
question  tend- to  b^  Somewhat  higher  than  for  married  students 
The  percentages  foj^  the  "No  Response"  group  y^eve: 
8.4%  jfe  FY  1969  knd  FY  19|0,  and  2.4%  for  FY/.1971. 


jr"  group  (includins^ 
ire  consistently  mor^ 


The  percentages  for  the  "Othei 
divorced,  separated,  ^or  widowed)  are  consistently  more 
than  twice  the  percentages  for -married^  students  and  more! 
than  three  times  the  percentages  'for  single  students. 
The  percentages  for  the  "Other"  group  were:    17.6%  for 
FY  1969,  16%  for  FY  1970.  and  9.8%  for  FY  1971. 


\ 


'1  ■ 

See  discussion  on  pages  ll-t2  and  11-3  on  the  limitations 

and  uses  of  the  percentages  as  defined  here  and  of  fhe  data  used 

y 
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.(r.CHAPTER  III 

ANALYSIS  OF'aLL  CMIMS  BY  CHARACTERISTICS  OF  LOAN  AND 
BY  CHARACTERISTICS  Qf  ' SCHOOLr  ATTENDED  BY 
DEFAULTED  BORROWERS  (FISLP) 


\ 


.  .  CHAPTER  IXI 

ANALYSIS  OF  ALV  CLAIMS  BY  CHARAj^TERISTICS  OF  LOAN  AND  BY 
CHARACTERISTIC^  OF  SCHOOL  ATTENDED  BY  DELINQUENT  BORROWERS 
(FISLP) 

,  .  The  following*  chapter  provides  an  analysis  of  all 
.claims  by  loan .  characteristics  an<^  by  characteristics 
of  school  attended  by  delinquent  borrowers  for  all  claims 
•paid  under  FISLP  as  of  June  30>  1973.     A  similar  analyses 

.     ■  f 

x  •  • 

of  loans  under  FISLP  -will  be  found  in  Volume  II.  of  the 
GSLP  Loan  Estimation  Model.  •       ■     .  ' 


Unless  it  is  specifically  stated  that  default  claims 
are  being!  referred  to,  "claims"  refers  to.  claims  of  all 
types:  .default,  bankruptcy,  death,  and  total  and  per- 
manent disability. 
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A.     ANALYSIS  OF  ALL  CLAIMS  BY  LOAN  CHARACTERISTICS   (FISLP) . 

Analysis  of  all  claims  by  loan  characteristics  is  ' 
given  in  the  following  section.     This  claims  analysis  should 
be  seen  in  relation  to  the  total  loan  disbursemeht  each  year. 
/Exhibit  III-I,  following  this  page,  presents  the  basic'data  oft 
annual  loan  disbursements2^_^,^mber  of  loans,  "total  amount  of 
disfcyXc"sement,  and  the/percerttage  of  each  annual  disbursement 
to  have  ente^red  alirclaim  statuses  by  June-  30,  1973. 


ft 


l-»    Annual  Number  of  All -Claims  (FISLP)  .  '• 

' '       ■  '     .  ■        ■      ■ '  ■  • 

'   As  of  June  30,  1973  the  annual  total  of  all  claims^ 

under  FISLP  reached  a.  high  of  25,  836  for  FY  1970~       -  / 

•■       ~~~~~     .  I 

.  '      ■  //■ 


ERJC 


Ekhji'^pit  III -2,  following  Exhibit  III-l,  shows  the 
annual  number  cf  claims  paid  under  FISLP  for  all  claim  categories;  7 
default,  bankruptcy,  death,  and  total  and  permanent  disability.  As  j 

of  June  30,  1973  the  number  of  claims  for  loans  made  in  FY  1968  / 

"  \        ■  / 

was  6/228.     This  rose  to  20,453  for  loans  ^made  -in.  FY  1969,  and 

peaked  in  FY  1970  at  25,836.     Thereafter  it  declihed  to  19.692 

for  FY  1971,  3,920  for  FY  1972,  and  271  for  FY  1973.  / 

The  decline  in  the  last  three  yeare  can  be  attributed 
to  the  fact  that  most  loans  from  those  years  were  still  in 
In-School  and  Grace  status    as  of  June  30,  1973.^  It  can  be  ex-  ' 
pected  that  the  number  of  claims  f6r  Fiscal  Years  1971  to  1973 

♦ 

will  increase  as  loans  continue  to  mature. 
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EXHIBIT  III-l' 
ANNUAL  LOAN  DISBURSEMENTS  IN  AJLL  CLAIM  STATUSES' 
.  Federal  Insured  Student  Loan  Program 


FISCAL 
YEAR. 

TOTAL  NUKBER  OF 
LOAI^S  DISBURSED 

TOTAL  .AMOUNT  DISBURSED 

1968 

.  •  ,  64,882. 

$  48,155,091 

1969 

* 

222/485 

180,591,059 

1970 

330,156 

295,275,073 

1971 

464,542 

438,948,716 

» 

!  1972  - 

^  656,370 

619,922,406 

1  1973 

576,720 

557,105,122 

TOTAL 

2,315,155 

.$  2,139,998,267 

*Sourcd:    jl007a  Sample  -  June  30,  1973 
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Number 
30,00C-f 
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EXHIBIT  III-2 
ANNUAL  NUMBER  OF  ALL  CLAIMS* 

t 

Claims  Under  FISLP 


■  / 


1968        1969  1970 

•  FIS 


/ 


^AL 


1971  1972 
LOAN  YEAR 


1973 


1974 


,  NUMBER  OF  CLAIMS 

6,228      20,453    25,836    19,692    3,920  271 

* 

^Sparco:    100%  Sample  -  June  30,  1973 
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2.     iuinual  Total  of  Initial  Loan  Amounts  in 

All  Claim  Statuses   (-FISLP)  .   .  • 

As  of  vTivne  30  >  197  3  the  annual  total  of  •  ,  . 

i'TnTial  loan  amounts  in  all  claim  statuses, 
peaked  at  'jii?n  ^  fl51.  OOP  for  FY  1970. 

Exhibit  III-3,  following 'this  page,  shows  the  annual     ,  ■ 

totuLs  of 'initial' loan  amounts  in  all  claim  statuses  under  PISLP  • 

at;  or  June  30,  1973.  ^  The  total  "amount  rises  from ..$4,224, OOa  for 

FY  1<K.U,  to  $15,365,000  for  FY  1969,  and  peaks  at  $20,851,000  for  * 

PV  vy/0.     Thereafter  it  declines  to  $18,096^000  for.  FY  1971, 

'^2.'/:6,000  for  FY  1972,  and  $224,000  for  FY  ■,1973. 


~  As  with  the' annual  number  of  claims,^  the  annual.. total  , 

of  uiitial  loan  amounts  in  claims  for  Fiscal  Years,  1971  to  ,1973 

.jcu*  uo  (jKpect^^d  to  increase, as  more  loans  mature. 

.        ■■  •■ .   '  ' 

.3,     Avc^raac  Initial  Loan  Amount  , of  Loans  in  All  Claim 

Statuses  (FISLP) . 

-Tht>  avcraqe  initial  loan  amount  of  Ipans  in  all  claims 
c..nruVp.;"7^e  from  $678  for  FY  1968  to  $952  for"  FY 


1972  . 


•Exhibit  III-4,  fbllowing  Kxh'ibit  III-3,  shows  the  average 
.ioan  amount  of  Joans  in' all  claim  statuses  urider  FISLP  by 
■y.-Xr  of  disbursement  as  of  June  30,  1973.    The  average  initial 
loun  amount  rose  stdadily  from  $678  in  FY  196Q  to  a  high  of  $952, 
in  FY  1972.     In  FY  1973  it  declined  to  $825. 
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.  *        EXHIBIT  III-3 

ANNUAL  TOTAL  OF  INITIAL  LOAN  AMOUNTS 
IN  ALL  CLAIM  STATUSES* 

Claims  Under  FISLP 


25,000 


20,000 


15,000  - 


10,000 


5,000 


1 


i 


1968      1969      1970       1971      .1972     1973  1974 

FISCAL  LOAN  YEAR 

TOTAL  AMOUNT  OF  LOANS  ($000) 
4,224    15,365    20,-851    18,096    3,735  224 

^Source:    .100%  Sample  -  June  30,  1973. 
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EXHIBIT  III-4 

AVERAGE  INITIAL  LOAN  AMOUNT  OF  CLAIMS  IN  ALL  CLAIM  STATUSES* 

Claims  undqr  FISLP 


l5oIlars 
1050 


196S     1969  1970 


$678  '  751 


FISCAL  LOAN  YEAR 

AVERAGE  LOAN  AMOUNT 
807         918  952 


I 


1971     1972       1973  1974 


825 


★Source:    100%  Sample  -  June  30,  1973 
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'    Except  for  FY  1973,  the  rise  in  th^  average  initial  . loan 
amo.unt  tot  "  loans  in  claims  parallels  the  general  rise  in  the. 
average  initial  loan  amount  for  all  loans.    The  average  loan 
amount  in  general  rose  from  $742  in  FY  1968'  to  $9U3  in  FY  1972 
and  $9GC.  m  FY  "1973  .^   Except  for  FY  1972,  the  average  initial  loan 
amount  of  loan.;  in  claims-  is  som'ewhat  lowe^  than  the  average  ■ 
initj^al  loan  amount  in  general.^    (^ee  ExhibiY  II-3  in  Volume  II  • 
of  Ui'--  r>;:  .-■  r.oan  Estimation  Model)  . 

i»      I'.^rcent  Distribution  of  All  Claims  by  Number  of 

i:oanFTo~rtudent  BoFrower  and  by  Total  Amount  of  Claims, 

(FISLP)  ,         •    ,  ■     ,  • 

stude-nts  who  borrow  only  once  account  for  65?S  of 
^:v,-,r-rn>,ii   number  of^laims  and  for  51%  of  the  uotal 
.Ti-TTTHirrmount.     Students  who  borrow  twice  account,  • 
for  23%~of  the  total  number  of  claims  and  for  2  5X. 
of  the  total  clar.ms  amovmt.  . 


Exhibit  III"5,  following  this  page,  shows  .the  percent  dis- 
tribution of  all  FISLP  claims  by  the  total  number  of  loans,  to 
student  .borrowers  and- by  the  total  amount  of  claims.  Students 
who  borrow  only  ohe  time  account  for  5595  of  the  total  number  of 
I  claims  and  for  51%  the  total  claims  amount.  . 

Students  who  borrow  twice  account  for  23J5  of  the  total 
number  .of  claims  and  for  259S  of  the  total  claims  amount. 

Students  who  borrow  three  times  account  for  1%  of  the  • 
total  numJ^er  of  claims  and  for  12«  of  the  total  claims  amount, 

.  t  *  \ 

Thereafter  the  percentages  decrease  steadily  to  a  negligi- 
ble amount  with  the  number  of  loans  made  to  students. 
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'     li:^lVi:iiL  iliiji.::  ■  out  ion  of  ah  claims  bv  Elapsed  T  Line 

^Vili;llLJlVl_!i  to__of  Claim  and  the  Date'"o?Lo'Hli  

Dasbursrmont   d^ISLP)  .  ;   :  

yjl^-  11^:     '  •  n  t a g o  o f '  cl  a im s  1  n c a^c^;_ wjj:h_t  j. m.^ .  r o^i .j 
l^i.V'"'        lO.-^^'/^  after  nine  quarters  ^  and' thereaTt~7 
■     '  do  c  1 1  no s  s  tead,i  l^.  "  T  *-  — 

KxhibiL  JII-r>,   following  this  page,  shows  the  percent 
'i--'^  ;  •i  '!!  i*,ri  of   all  FISLP  ^'lalms  by  the  time  that  has  elapyed 
'"•IW..M:   ti...  jato  of  loan  disbursoment  and  the  dat^  of  claim,  I 

['robability  curv.e .     The  percentage  of  claims  pqaks 
■  nu.irLi'    ;  aftisr  the  loan  disbursement.     The  pero-ntXge 

'  :  :..n-i  ly  b.-tvve.'n  four  and  ni\e  quarters  and  declines  lesS'  . 

•  i'iti^i"     I  I  i<r -niiv  quarters  have  elapsed.    '  \  .  ' 


'i'i.a:;,   th.-  greatest  percentage  of  cla'iirc^  can  be  expected 
'•"■"I!    Vv.\,  /..ars  altor  the  loan  disbursement. 
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B.'   ;jna:a':2jH  of_ai.:,  ri./M.;  •  \:\'  ciu'.facticuistics  of  school 

ATOTN'pI-.'rT'BY"  IJI^'lI  NQUi:NT'"iiWRQV/E"RS    ( FISLP)  .  ' 

It  has  been  found  that  students  who  .atten4  certain  types 
of  schools  have  different  cla.irn    pa tteriis /than  students  attending 
other  typo::  of  schools.^    Th-is  section  analyz<5s  all  claims  by  the  / 
ownership  type  for  the  schools  attended  by  delinquent  borrowers  - 
public,  private,  or  proprietary.     Tue  last  three  exhibits  compare 
three  major  school  types: 

public  colleges  and  universities.  '  . 

put)lic  jujiior  colleges  and  institutes 

i»  '  ■  •     ■  ■ 

proprietary  specialized  and  vocational  schools 

accredited  byAICS   (Association  of  Independent- 

Colleges  and  Schools). 

# 

9 

Out  of  25  bichcjl  types  by  combined  academic  pfogram  and  type  of 
ownership,  these  three  types  account  for  the  largest  number  of  claims 
paid  under  FISLP.  .  . 
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1.     Annual  Number  of  All  Claims  by  School  Ownership  Type  -(FISLP) 

Student  borrowers  attending  public  and  proprietary 
schools  have  the  highest  annual  volume  of  claims.  By  ' . 
June  30 ;  1973  students  attending  public  schools  had  a 
high  of  "l0,„560  claims  for  loans  disbursed  in  FY  1969. 
Student  borrowers  attending  proprietary  schools  had 
a  high  of  9,936  claims  for\loans  disbursed  in  FY  1971. 

m 

•    -   F.xhihit  III-7  ,  following  this  oage,  shows  the  annual  number 
of  claims  by  school  ownership  type  for  all  claims  paid  under  FISLP 
as  of  June  30,  1973.    Students  attending  publicly  owned  schools 
have  the  highest  annual  volume  of  claims.  The  number  rises'  from 
3,580  for  FY  1968  disbursement;?  to  a  high  of  10,560  for  FY  1969.- 
Thereafter  it  declines  to  8,739  for  FY  1970,  4,804  for  FY  1971, 
arid  drops  to  801  for  FY  1972  and  119  for  FY  1973..    The '^sharp  aecline 
in  th6  last  tliree  years  can  be  attributed^- to  the.  fact  that  most 
loans  for  those  years  were  still  in  In-School  and-  Grace  statuses 
as  of  June  30,  197  3.  . 


/ 


:en^i 


Students  attending  proprietary  schools  have  a  similar  annual^ 
volume  of  claims,  though  it  peaks  two  years  after  publicly  own- 
ed  schools.    The  volume  of  claims' for  students  attending  proprietary 

t 

schools  rises  from  533  for  FY  1968  to  a  high  of  9,936  for  FY  1971. 
The  fact  that  the  volume  of  claims  for  proprietary  schools  peaks 
two  years  later  than  publiclv  owned  schools  has  been  influenced  by 
the  increasing  number  of  loans  to  students  attending  proprietary 
schools  and  by  the  fact  that  m9st  proprietary  schools  have  less 
than  tw6  year    programs  and  therefore  loans  tb  these  students  mature 
sooner. 
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EXHIBIT  III- 7 

\  * 

ANNUAL.  NUMBER  OF  ALL  CLAIMS  BY  SCHOOL  OWNERSHIP  TYPE* 


Number 
15,000 


12,500 


10,000  - 


,500 


5,000  - 


2,500 


0 


1968 


Public*  mmm 
Private     an  mi 
Proprietary  »••«•■ 


Claims  Under  FISl,P 


1969  1970 


1971  1972 


FISCAL  LOAN  YEAR 
NUMBER  OF  CLAIMS 

3,580    10,560    8,739    4.804  801 
1,005      2,565    1,991    1,098  182 
533      3,442    9,317    9,936  2.104 


1973 


1974 


119 
37 
60 


*Source:    100%  Sample  -  June  30,  1973 
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<  ^ 


The  lowest  volum4  of  claims  is  found  for  atu4cnts 
attending  privately  owned  schools.    The  number  of  claims 
for  this  group  rises  for  1,005  for  FY  1968  tt>  a  high  of 
2,5^,  and  thereafter  declines  steadily. 

2,     Annu^  Distribution       Mnmh^.r.  of  All  Claims 
.  *     by  School  Ownership  Type  (FISLP)_.  '  ♦ 

'         The  ',t-rcentage  of  the  number  of  claims  for 

cf57r3"?d"f^  70%  fr.r_FY'  1<^68  tO  iibX  lor  FY  1972.  ^ 

Fr.r  ci-nidents  attending 
n^rFTT9l2.     T^ho  percentage  of  claim?  tor  > 
r^ajrWrto  e%  over  the  same  years. 

^Exhibit  III-S  ,  followinq.  this  paqe,  shows  the  annual 
porcfent  distribution  of  the  number  of  claims  by  school 
ownership  "type  fortall  claims  paid  under  FISLP  as  of  June  . 
30 ,  1973 .    The  percLtage  of  the  numbe?  of  claims  for 
stldents  attending  publicly  owned  sch90^  decreased  from^ 
70?^'  for  FY  1D68  to  26%  for  FY  1972.     The  data  for  FY  1973 
can  be  ignored  since  th^  number  o.f  claims  involved  is 

over  the  same  period\  Fiscal  Years  1968-1972,  the 
percentage  of  the  number  of  claims  for  students  attending 
proprietary  schools  increased  from  lOjS  for  FY  1968  to  68« 

for  FY  1972  .  / 

/ 
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EXHIBIT  III-  8  - 

ANNUAL  DISTRIBUTION  OF  NUMBER  OF  ALL  CLAIMS  BY 
SCHOOL  OWNERSHIP  TYPE* 


PerceifC^ 
100- 


Claims  Under  FISLP 


lo-iiiiiili 


1968 


1968 


1970    .1971     1972  1973 


FISCAL  LOAN  YEAR 
SCHOOL  OWNERSHIP  TYPE 


Pub lit 
Private 


]  Proprietary 


★Source:    100%  Sample  -  June  30,, 1973 
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The  percentage  of  the  nuinber  of  claims  for  students 
attending  private  schools  |decreased  from  2(f%  for  FY  1968 

I 

to  6%  for  FY  197  2.  ' 

•  3.    Annual  Total  of  initial  Loan  Amounts  in  All 

Claim  Statuses  by  School  Ownership  Type  (FISI^P)  . 

■f        '  .. 
The  highest  annual  total  of  initial  loan 
ajivount's  in  claims  is  found  for  students  attending 
prupric'tarv  schools,  peaking  at  $9  ,  408  ,000  -  for 
W"'lTnrr  C'i'aTms"'fQr  studerbts  ^ttenain^  public 
schcols  peak  at  $7,536,000  fbr  FY  19697" 

Exhibit  III-9   ,  following  this  page,  shows  the  annual 
totals  of  initial  loan  amounts  in  all  FISLP  claim  '  statuses 
by  school  ownership  type  as  of  June  30,  1973.    The  highest 
annual  total  of  initial  loan  amounts  in  claims  is  found 
for  students  attending,  proprietary  schools .    For  this 
<.iroUp  the  total  amount  for  FY  1971  was  $9,408,000.  The 
niyh  for  students  attending  public  schools  was  $7,536,000 
£or  FY  1.969  .    The  highest  annual  total  for  students 
attending  private  schools  was  $1,982,000  for  FY  1969. 
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EXHIBIT   III- 9 

ANNUAL  TOTAL<  OF  INITIAL  LOAN  AMOUNTS  IN  ALL  CLAIM 
STATUSES  BY  SCHOOL  OWNERSHIP  TYPE* 


10,000 


9,000  - 

o  f\r\r\ 
0,000  " 
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o 
<J> 

7,000  - 

ANDS 

6,000  - 
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5.000  - 
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4,000  - 

cn 

3,000  - 

O 

cx 

2.000  - 

1,000  - 

0 

1968 


Claims  Under  FISLP 


1969     1970       -1971  1972 
FISCAL  LOAN  YEAR 


1973  1974 


Public 
Private 


TOTAL  INITIAL  LOAN  AMOUNT  ($000) 
2.286      7,536     6,695     3,918       984  98 
723      1,982      1,677      1,032       178    .  .  30 


Proptietary   411     2,768     7,469     9,408  2,086 


51 
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*Source:    100% -Sample  -  June  30,  1973 
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U .     Annual  Pi r. tribution  of  Initial  Loan  Amounts  in  All 
Clafirrstatuses  ..by  School  Ownership  Type'  (FISLP)  . 

•     •  ♦ 

Ik ' t vh^o n  FY  196  0  and  FY  1972  the  percentage  of 
[inx 1 1  ,-rf  loan  amo u n t s  in  all  cl a im s"  s t a tuse s ' 

dGcreggod  for  students  attending  public  schools 
F'rom  G7%  to  30%,  ,  \ 

•     increased  Cor  students  attending  proprietary 
■  i cho of 3  f  r om  12%  t o  .  6 U ?S , 

decreased  for  students  attending  private  schools 
'from  21%  to  6%. 


Exhibit.  Ill- 10,  following  this  page,  showis  the  annual 
percent  diiJtribution  of  initial  loan  amounts  in  all  FISLP 
claim 'iiiiatubos  by  s'chool  ownership  type  as  of  June '30,  1973. 
TJio  poroeritage  of  initial  loan  amounts  in  claims  for"  students 
attending  public  schools  decreased  from  61%  for  P3f  1968 
to  zn  for  FY  1971  and  rose  slighUy  to  30%  for'  FY  1972. 
Data  for  FY  1973  can  be  ignored  due  to  the  very  small  number 
of  claims  involved  for  that  year. 

ovoL'  the  same  period  the  percentage  of  initial  lo«m 
amount:,'  in  ciaijns  for  students  attending ,  proprietary 
schools  infr6ased  from  12%  for  FY  1968  to  66X  for  FY  1971 
and  then  aecreased  slightly  to  eaX  for  FY  1972. 

V 

•riie  percentage  for  students  attending  private  schools 
decreased  from  21%  for  FY  1968  to  6X'for  FY  1972. 
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EXHIBIT   III-  10 


ANNUAL  DISTRIBUTION  OF  INITIAL  LOAN  AMOUNT  IN  ALL  CLAIM 
STATUSES  BY  SCHOOL  OWNERSHIP  TYPE*  -  ' 


Claims  Under  FISLP 


ERIC 


1968 


1969 


1970        1^71  1972 
FISCAL  LOAN  YEAR 
SCHOOL  OWNERSHIP  TYPE 


1973 


Public 
Private 


c 


J   :  Proprietary 


*Sourc*?:     100%  Sample  -  June  30,  1973 
III-20  • 


I 


5.    Annual  Percentage  of  Matured  Loan  Amount  in  All 

Claiji  Statuses  for  Three  MajoF.^enooi  ftmih*  CflSUf)  > 


The  highest  annual  percentage  of  the  tnatu'red 
loan  amount  in  claims  is  found  for  students 
attendin«j  special.i2ed  and  vocational  schoo'lg 
accredited  by  AICS,  followed  by  s'iudents  ~^ 
"  attending  public  ;iunior  colleges  tod  inwtitut»«.  ' 


Exhibit  iii-ll,  following  this  page^ shows  the  annual 
percentage  of  matured  loan  amount  v:^o  enter  all  olaiA 
statuses  for  three  major  school  types  as  of  ^une  30#  1973, 

7  I 

V  The  highest  percentage  rate  is  found  for  students  atttnd- 
ing  specialized  and  vocational  schools  accredited  by  AIGS 
(Association  of  Independent  Colleges  and  Schools) .  Tbm 
rate  for  this  group  "reached  a  high  of  37)(<  for  PY  1970. 
The  rate  for  students  attending  puiolic  junior  collegea 
and  institutes  reached  a  high  of  29X  for  FY  1969.  3h« 
lowest  rate  is  found  consistently  for  students  attending 
public  colleges  and  universities.    The  rate  for  this 
group  had  a^-hx^^ot^lt  for  FY  1968. 
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.    EXHIBIT  III- 11 


ANNUAL  PERCENTAGE  OF  MATURED  LOAN  AMOUNT  TO  ENTER  ALL 
CLAIM    STATUSES  -FOR  THREE  MAJOR  SCHOOL  TYPES  * 
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fi      Percentage  of  m-'--       n^fault  Claims  by 

r?:r-!^Fh^^tiii^^  schooTrypes  (fislpl* 

This  exhibit  ^ives_ci  a  percentage  the  claim  amount 

g7T-r^Tpr;r^dl^atutes  default  by  iuu;S.     77%  o£ 
MgHlIf^,^^^^  The  pattern  IS  ^ 

Tfr"5rdiraSlters  det'ault  Pv  iW  ^  aetauit 

by  .  — 

Exhibit  III-12 ,  following  this  page,  shows  the  percentage 
Of  the  nvwtoer  of  default  claims  by  the  percentage  of  the  . 
initial  loan/amount  to  OE  payment  for  students  attending 
three  major  types  of  schools  under  FISIf  as  of  June  30,  1973. 
The  pattern  for  students  attending  public  colleges  and 
universities  and  for  students  attending  public  Junior  colleges 
and  institutes  is  the  same.    Both  groups  have  a  very  high 
f^rcentage  of  defaulters  who  default  by  100%  (77X  for  students 
attending  public  colleges  and  universities,  80*  for  students 
attending  public  junior  colleges  and  institutes) .    This  drops  to 
9«  and  8«  respectively  for  those  who  default  by  95«. 
The  percentage  then  declines  steadily  as  the  percent 
by  which  students  default  decreases. 

The  pattern  is  quite  different  for  students  attend- 
'  ing  specialized  and  vocational  schools  accredited  by 
AICS.    Here  only  37X  of  defaulters. default  by  lOOX. 
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,   EXHIBIT  III-15 

PERCENTAHE  OV  NIIMBKR  OF  DEFAULT  „CLA 
INITIAL  LOAN  AMOUNT  TO  DE 

THREE  MAJOR  SCHOOL  TYP 


Percent  of 
Total  Number 
of  Defaults 


Claims  Under  FlSLJr 


PERCENTAGE  OF 


100  95 

Percent  of  Initial  Loan  Amount  to  Default 


Public  Colleges 
6c  Universities 

Public  Jr. 
Colleges  & 
;iTut 


Percent  of  Total  Number  of  Defaults 
77       9       5       3       2       1       1  1 


Inst: 


ites 


Specialized  & 
Vocational 
Schools,  AICS 


"■■■80       8        4       2        2        1.1       1  1 

'""'37       9       4       5       7       5      17       6  5 
★Source:     100%  Sample  -  June  30,  1973 


ERIC 


III-2A 


This  declines  to  less  than  1QJ5  tor  those  v?ho  default  by 
lower  percentages,  except  for  a  rise  to  \1%  for  those 
who  default  by 

7   '  Annuvil  Porcontacre  of  Default  Claims  Where 
cTigimJjaQi^^  Initial  Loan  Amount  for 

Three  Major  School  Types  (FXSLP)_^ 

f 

Vho  pnrrnnt  aqe  _of^ defaulted  borrowers  who 
JefauTr'bynroOl^  has  increased  for  both  public 
:?Ernegf~and  u'Krversitv  students  and  PUglJ-c 
Tuniorr'c'ori'Gqe  studo'nlg^  from  about  70%  for 
h''^^(ArtS'~a\^^^t~r^%  for  FY  1972.    The  pattern 
Ts^f f'e r7;iTrTqr_  defaulted  borrowers  attending 
^ec'nTrzed  and  vocational  schools  aCcregjjed_ 

 H^r^  QnTylTa'X  defaulted  by  100^  for 

fYT9'6rr^"'this  declines  to  19K  tor  fx  iTTT. 

Exhibit III-13,  following  this  page,  shows  the  .annual 
percentage  of  default  claims  where  claim  amount  equals 
initial  loan. amount  for  ihk^e  major  school  types  for 
default  claims ^ paid  under^  FI^LP  as  of  June  30,  1973. 
Students  attending  public  colleges, and  universities  and 
.  iitudents  attending  public  junior  colleges  and  institutes 
have  the  same  pattern.    For  both  groups  about  70J5  of 
defaulters  on  FY  1968  loans  defaulted  by  lOOX.    This  rose 
to  about  90JC  for  loans  .disbursed  in  FY  1972. 

A  different  pattern >s  found  for  defaulted  borrowers 
attending  speciali  zed  and  vocational  schools  accredited  by 
AICS.    Only  about  5UX  of  defaulters  on  FY  1968  loans 
defaulted  by  lOOX.  This  declined  to  about  19J5  for  loans 
disbursed  in  FY"  19.72. 
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ANNUAL  PERCENTAGE  OF  DEFAULT  CLAIMS  WHERE  CLAIM  AMOUNT  13- 
100%  OF  INITIAL  LOAN  AMOUNT  FOR  THREE  MAJOR  SCHOOL  TYPES 


Percent 
100 

90  4 


Claims 4Under  FISLP 


1968       1969     1970       1971  1972 


Public  Colleges 
6t  Universities 

Public  Jr.  Colleges 
&  Institutes 

Specialized  & 
Vocational  Schools, 
AICS 


67.5 


71.1 


mill  53.7 
*Source 


FISCAL  LOAN  YEAR 
PERCENTAGE 

72.5     80.0  87.6 


91.4 


77.2     82.2     87.2  90.9 

49.9     40.0     33.1'  18.5 
100%  Sample  -  June  3C,  1973 
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CHAPTER  IV 


-:  OV  CL..iMS  iiY  STUDENT  BORROWER  CHARACTERISTICS 

uinder  the  state  guarantee  agency  program 


CHAPTER  IV 

AKlALYSIS  OF  CLAIMS  BY  STUDENT  BORROWER  CHARACTERISTICS 
UNDER  THE  STATE  GUARANTEE  AGENCY  PROGRAM 


The  following  chapter  analyzes  by  student  borrower 
characteristics, thu  claims  paid  under  the  State  Guarantee 
Ag^^cy^ Program  as  of  June  30.  1973.    Where  the  data  is 
available i  che  same  student  borrower  characteristics  that 
were  usii  to  analyse  loans  in  Volume  II  are  used  to 


analy 


/o.,  claims  here,  and  they  are 


gross  family  income  ,  . 
adjusted  family  income  , 
race  , 
sex  , 

age  ,  and  ^ 
marital  status. 

•  Academic  year  is  not  included  in  this  chapter  since 
loans  made^to  specialized  and  vocational  students  represent 
^ry  student  as  in  their  first  academic  year  and  cannot 
:tT)l  compared-^  to  students  in  programs  lasting  more 
one  year.     The  data  presented  here  accounts  for  those 
aims  that^have  been  iV-^  f-he  Federal  -government 


but  does  noNnclude  all  claims,  since  some  states  are 
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themselves  making  collection  efforts  before  the  claims  are 
filed  with  the  Federal  government. 

4 

Lack  of  prompt  filing  of  claims  with  the  Office  of 
Education  by  the  State  agencies  creates  incomplete  data  in 
i:he  Claims  and  Collection  File.    Additionally,  it  is  not 
mandator}^  for  the  State  Agencies  to  report  the  loans  in 
repayment  and  those  that  are  paid-in-full.    Thus,  the  GSLS-II 
files  contain  incomplete  program  data  on  State  Guarantee 
Agency  loans.     Since  GSLS-II  files  were  the  only  source  of 
data  used  for  the  analysis  presented ^here  and 
are  cautioned  not  to  make  direct  comparisons  of  the 
claims  paid  under  FISLP  and  State  Guarantee  Agency  Programs. 

However  ,  a  comparicon  of  the  student  borrojwer  population 
and  the  borrowers  whose  loans  turned  into  claims  can  be 
made  by  comparing  the  exhibits  in  this  voltime  with  the  parallel 
exhibits  in  Volme^  II. 

This  chaptir  provides  three  types  of  exhibits  for  each 
student  borrower  characteristic.    The  first  type  of  exhibit 
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(gives  the  percent  distribution  of  theXinitial  loan  affloiint 
for  those  State  Guarantee  Agency  loans  which  had  become 
claims  paid  and  entered  into  the  Claims  an^  Collection 
File  as  of  June  30,  1973. 

The  second  type  of  exhibit  gives. the  average  Initial 

loan  amount  for  those  State  Guarantee  Agency  ^oat^s  which  had 

become  claims  paid  by  June  30 ,  1973 . 

« 

The  third  type  of  exhibit  gives  the  proportion  of  the 
initial  loan  amounts  in  clams  to  the  total  loan  disbursement, 
expressed  as  a  percentage,  for  those  State  Guarantee  Agency 
loans  which  had  become  claims  paid  by  March  15,  1973.  These 
percentages  were-  computed  by  dividing  the  total  initial  amounts 
of  loans  in  claims  by  the  total  loan  disbursement  for  each 
fiscal  year . 

In  the  third  type  of  exhibit  only  the  data  for  Fiscal 
Years  1967-1971  is  useful  for  comparing  the  percentages  of 
initial  loa|i  amounts  in  claims  for  th6' various  groups.  For 
FY  1972  and;  FY  1973  the  percentage  of  initial  loan  disbursement 
in  claims  was  very  small,  since  most  b^  those  lofuis  were  still 
in  the  Ii|i-School  and  Grace  statuses.    However,  patterns  can 
be  observed  for  Fiscal  Years  1967-1971  in  loan  behavior  with 
respect  to\claims  for  the  various  groups.  ^ 

^  See  discussion  on  pages  II-2  and  II-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here. 
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A.        GROSS  FAMILY  INCOME 

» 

The  gross  family  income  is  the  total  income  of  the 
student's  family  from  all  sources.,,  There  are  four  gross 
family  income  categories  used  here:     $6,000  and  under; 
$6,001-12,000;  $12,001-15,000;  and  above  $15,000.  There 
is  also  a  "No  Response"  category. 

1.         Percent  Distribution  of  Initial  Loan  Amount 
by  Borrower's  Gross  Family  Income  for 
Claims  under  the  State  Guarantee  imtncy 
Program. 


Students  from  families  with  gross  income 
of  $12,000  and  under  account  for  an  average 
of  over  65%  of  all  claims  made  beteviten 
Fiscal  Years  1969-197T:  

Exhibit  IV- 1,  following  this  page,  shows  the  percent 
distribution  of  initial  loan  amount  by  borrower's  gross 
#     family  income  for  loans  which  had  entered  claims  statuis  by 
June  30,  1973.    The  greatest  percentage  of  claims  come  from 
students  with  families  whose  gross  incomes  were  $6,000  and 
under.    Disregarding  FY  1967  and  1968,  where  most  of  the 
data  was  not  available,  ^his  group  accounted . for  33%  to  38% 
of  all  claims  for  Fiscal  Years  1969-1972  and  for  27%  for 
FY  1973. 

,11 

t  . .. 


■  EmBIT  IV- 1  • 

PERCENT  DISTRIBUTION  OF  INITIAL  LOAN  AMOUNT 
BY  BORROWER'S  GROSS . FAMILY  INCOME* 

Claims  Under  State  Guarantee  Program^ 


Percent 
100 


1967  1968 


"1969^       1970  1971 

fiscal'  loan  year 


1972 


BORROWER'S  GROSS  FAMILY  INCOME 

$0-6,000  \ 
6,001-12.000  / 
12.001-15.000 
15.001  &  above 
N^  response  & 
V  unknown 

★Source:    100%  Sample  -  June  30,  1973 
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The  second  highest  percentage  of  claims  comes  from 
the  $6, 001-12, OOa  gross  family  income  group,  which  accounted 
for  between  21%  to  37%  of  the  total  claim  amount  between 
Fiscal  Years  1969  and  1973.  '  The  average  percentage  of 
claims  over  that  period  for  the  $6,001-"'.2,000  group  was 
over  317o.    Taken  together  the  two  income  groups  below 
$12,000  represent  over  65%  of  the  claims  made  between 
FY  1969  and  FY  1973.  ' 

♦ 

The  group  of  students  from  families  with  gross 
iticomes  over  $15,000  accounted  for  the  third  largest  per- 
centage of  claims.    This  group  accounts  for  an  average  of 
almost  13%  of  claims  made  between  FY  1969  and  FY  1973, 

with  a  high  of  21%  for  FY  1973. 

■  \ 

The  group  of  studeftts  from  families  with  gross  incomes 
between  $12,001-15,000  accounted  for  an  average  of  over 
12%  of  the  claims  made  between  FY  1969  and  FY  1973. 

The  "No  Response  and  Unknown"  group  accounted  for 
the  smallest  percentage  of  claims,  with  an  average  of 
almost  10%  of  the  claims  made  between  1969  and  1973,  with 
a  high  of  17%  in  FY  1973. 
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2  'iVverago  Tni  t-_ial  Loan.  Amount  bv  Borrower's 

rr^nT^£^j^v  Income  for  Claims  under  the 
gEate"Guarant:ee"Ap.ency  Program. 

"The  f^pncral  pattern  that  can  be  seen  .here 
rs~thaF"che  avcrap.e  initial  loan  amount 
h..^'  hPP~increa"sinf2;  and  that  the  higher 
FhP  income  bracket >  the  higher  the  initial 
-    ,  Toan~anmmt  taken  by  the  ^udent  borrower. 

0 

Exhibit  IV-2,  following  this  page,  shows  the  average 
initial  loan  amount  by  gross  family  income  .for  State 
Guarantee  Agency  loans  which  had' entered  claims  status  by 
*June  30.  1973.    The  average  initial  loan  amount  has  beeji 
ncr easing,  and  the  general  trend  has  shown  that  the 
.her  the  income  bracket ,  the  higher  the  initial  loan 

amount  taken  by  the  student  borrower.  •  . 

i 

1  *  - 

\    Disregarding  FY  1967  and  FY  1968  as  erratic  years.^ 
we  see  that  for  the  highest  gross  family,  income  bracket, 
$15,001  and  above,  the  average  initial  loan  amounts  rose 
from  $980  in  FY  1969,  to  $1080  in  FY  1972,  and  peaked 
at  $1231  in  FY  1973.    Except  for  FY  1968,  these  represent 
the  highest  loan  amounts  for  any  group,  and  the  trend  seems 
likely  to  continue. 

The  average  Wial  loan  amount  for  the 'lowest "^ross 
family  inc^e  group,  under  $6,000,  remained  at  the  lowest 
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EXHIBIT  IV-2 

AVERAGE^ INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  GROSS  FAMILY  INCOME* 

Claims  Under  State,  Guarantee  Program 


Dollars 
130G 


300 


1967    1968    1969    1970  ^971    1972    1973  1974 
'  FISCAL  LOAN  YEAR 
AVtiRAGE  LOAN  momH 


$0-6,000 

775 

686 

811 

774 

867 

928 

849 

6,001-12,000 

748 

715 

884 

'877 

914 

959 

843 

12,001-15,000 

300 

767\ 

933 

936 

974 

1012 

1011 

15,001-&  above 

716 

980 

971 

1055 

1030 

12.31 

No  response  6c 

750 

846 

835 

808 

932 

944 

853 

unknown 

*SourceT 

100%  Sample 

-  June 

30. 

1973 

IV- 8 


i 


average  initial  loan  amount  for  any  group  between  FY  1968 
and  FY  1973  with  the  sl^-ght  exception  of  the  $6,001- 
12,000  group  in  FY  1973. 

The  average  initial  loan  amounts  for  the  middife  two 
iro«s  family  income  groups  fall  between  these  highs  and 
Lows.'  m  FY  1972.  the  $6,001-12,000  group  peaked  at 
|$959  and  the  $12,001-15,000  group  peaked  at  $1012  for 
|fY  1^X2,  and  $1011  for  FY  1973. 

The  "No  Response"  category  has  remained  variable, 
)eakini;  at  $944  m  FY  1972,  and  has  generally  fallen 
,etween  the  highs  and  lows  of  the  other  income,  groups. 

3. 


ProDortioa  of  InlSdJLiJjPf'''  Amounts  m  CUimB 
tS--fe-t-iriW^5W^^         Borrower^,  ^Qga 
yirnlTfTFtcomTToFl^         under  the  Stia^ 
g^Iafantee  Agency  Program. 


The  *^i-  '-TajL  r^^n.-i        bo  seen  hei-e^  is 
H^I^m^n^^^cL^iFi^  hifiher  thfe  j 
TTTTFTTI-T^r^^rSm^ntrrin  claims,  wit 
gjgrmMft"  category  v-avinfi  the  third 
proportion . 


the  lower 


The  proportion  of  initial  loan  amounts  in  claims  to  the  ^ 
Ltal  loan  disbursement  by  borrower's  gross  family  income, 
presented  in  Exhi^bit  IV-3.  following  this  page,  is  expressed 
as  a  percentage  for  each  fiscal  year.   These  percentages  were 
computed  by  dividing  the  total  initial  loan  amounts  of  loans  in 
Iclaims  by  the  total  loan  disbursement  for  each  fiscal  year. 

I         1  See  discussion  on  pages  II-2  and  II-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here. 
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EXHIBIT  IV-3 


PROPORTION  OF  INITIAL  LOAN  AMOUNTS  OF  CLAIMS  TO 
TOTAL  LOAN  DISBURSEMENT  BY  BORROWER'S  GROSS  FAMILY 
INCOME* 

Claints-^nder  State  Guarantee  Agency  Program 


Percent 

12.5 


10.0 


7.5 


5.0 


'2.5- 


1967 


1968 


1969        1970        1971        1972  1973* 


FISCAL  LOAN  YEAR 


$0-3, QOO  ii«il0.3 
.  3,001-6,000  MM  .1.6 
6,001-9,000    iia  1.8 
9  ,  001-12,000  iMi  "6.3 
12  ,001-15,  000«»::*5  1.0 
Over   l^,O00:r:r:rW  - 

No  Response«Mi  4.5 


5.0 
3.2 
4.0 
3.5 
2.4 
1.9 
4.4 

^Source 


PERCENT 

8.8 
7.0 
4.5 
3.2 
2.8 
2.4 
5.0 


5 . 8 
4.5 
3.0 
2.0 
1.7 
1.4 
3.9 


20%  Sample 
100%  Sample 


\ 


4.0 
2.8 
\  2.0 
M.3 

a,.  9 

0.8 

1.8^ 


0.6 
0.5 
0.3 
0.2 
0.1 
0.1 
0.3 


March  31,  1973 
June  30,  1973 


0.0 
0.0 
0.0 
0.0' 
0.0 
0.0 
0.0 
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Excluding  the  data  for  Fiscal  Years  1967  and  1968, 
comparispn  of  the  percentages  for  the  various  groups  shows 
a  consistent  pattern  --  the  lower  the  income  group,  the  higher 
the  percentage  of  initial  loan  amounts  in  claims,  with  the 
"No  Response"  group  having  the  third  highest  percentages. 
The  daua  for  FY  1967  and  FY  1968  follows  the  same  general 
i:rond,  but  has  a  slightly  irregular  pat>tern  which  can  be 
at tributed'^ to  the  fact  that  patterns  had  not  yet  been 
established  so  early  ir  the^^rogram. 

It  should  also  be  noted  that  the  general  decline  in 
the  percentages  from  FY  1969  to  FY  1973  is  directly  attri- 
buted to  the  fact  that  almost  all  of  the  loans  disbursed 
in  the  more  recent  years  of  the  ptogram  were  still  in  the 
In-School  or  Grace  periods  at  the  time  the  data  collection 
was  made  on  June  30,  1973.     Therefore,  thf  seeming  decline 
in  percentages  should  not  be  taken  as  an  actual  decline  in 

t 

Loan  behavior  with  respect  to  claims,  since  it  is  directly 
linked  to  the  decreasing  percentage  of  loans  to  have  reached 
maturity. 

The  highest  percentages  of  initial  loan  amounts  in 
claims  were  consistently  observed  for  the  $0-3,000  income 
group.    For  this  group  the  percentages  were:     10.3%  for 
FY  1967.  5.0%  for  FY  1968,  8.8%  for  FY  1969,  5.8%  for 
FY  1970,  and  4.0%  for  FY  1971. 
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The  percentages  for  the  next  income  group,  $3001-6,000, 
varied  in,  FY  1967  and  FY  196f8,  but  remained  consistently 
the  second  highest  between  FY  1969  and  FY  |!l971,  peaking  at 
7.0%  in  FY  1969.    The  percentages  for  the  \no  Response" 
group  were  generally  the  next  highest,  peakiflfe  at_  5 . 0%  in 
FY  1969. 

The  percentages  for  the  remaininig  three  groups,  over 
^9,000,  remained  the  lowest  for  all  the  gross  family  income 
groups  with  the  higher  income  brackets  receiving  correspond- 
ingly lower  percentages  throughout  the  FY  1969  to  FY  1971 
period.  •  ' 


B.        ADJUSTED  FAMILY  INCOME  ■ 

Altho\fgh  students  receiving  financial  aid  under  the 
State  Guarantee  Agency  loan  programs  are  required  to 
meet  varying  terms  and  conditions,  they  receive 
similar  benefits  to  those  of  students  receiving  Federally 
insured  loans. 

The  four . adjusted  family  income  categories  used  here 
are:     $6,000  and  under;  $6,001-12,000;  $12,001-15,000; 
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and  above  $15,000.  ^here  is  also  a  "No  Response  and^ 
Un^cnown"  category. 


1. 


Percent      ^JXl^L^J^A?^        Initial  Loan 
5moufrt"by~Bor r nwr.r'fi  Adiusted  Family 
TS--T^-C-imr.  undar'the  State  Guarantee 
Afiisncy  ProRram. 

Sradc-nts  from  families  with  adiusted  income_s 
or^'OWand  under  Account  toFan  average 
^rbveFT77~^rTIl  claims. 

Exhibit  IV-4,  following  this  page,  shows  the  percent 
distribution  of  initial  loan  amount  by  adjusted,  family 
income  for  State  Guarantee  Agency  loans  which  had  entered 
claims  status  by  June  30.  1973.    The  greatest  percentage  of 
claims  come  from  students  whose  families  have  adjusted 
incomes  of  $6,000  and  under.    This  group  has  accounted  for 
an  average  of  over  47%  of  all  claims  between  FY  1967  and 
FY  1973.    The  highest  percentage  rate  was  54%  in  FY  1971; 
the  lowest  was  39%  in  FY  1967.  , 

The  second  highest  percentage  o£  claims  is  found  in 
the  $6,001-12.000  group.     Students  whose  families  have 
adjusted  incomes  in^the  $6,001-12.000  range  accounted  for 
an  average  of  over  33%  of  all  claims  between  FY  1967  and 
FY  1973..    The  percentage  rate  decreased  from  a  high  of 
44%  in  FY  1967  to  a  low  of  27%  in  FY  1973. 
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EXHIBIT  IV-4 

PERCENT  DISTRIBUTION  OF  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  ADJUSTED  FAMILY  INCOME* 


Claims  Under  State  Guarantee  Program 

Percent 


100 
90- 
80- 
70- 
•  60- 
50- 
40- 
30- 
20- 
10- 
0 


|||T„i./p..,T|p 


I  2  7.  . 

mmfi 


I  10%  , 


^►4%  i; 


39% 


3%  . 


39% 


45% 


8% 


3  3%  ii 


53% 


•  •         •  • 

9%  ;. 


,  6^  I 


!■  32% 


52% 


8% 


» » •  > 


7  % 

to!J.i.'j.i.il 
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The  two  highest  adjusted  family  income  groups  accounted 
for  a  smaller  percentage  of  claims,  with  the  over  $15,000 
group  rising  from  1%  in  FY  1967  to  a  high  of  5%  in  FY  1973. 
The  $12,001-15,000  category  accounted  f or -an  average  oi 
dvj&r^S79  p£  all  claims  over  the  same  ytars ,  ' declining  from 
a  high  of  12%  in  FY  1967  to  a  low  of  6%  in  FY  1972.  and 
then  peaking  at  13%  in  FY  1973. 

The  "No  Response"  category  also  accounted  for  an 
average  of  over  8%  of  all  claims  between  FY  1967  and 
FY  1973,  with  a  high  of  15%  in  FY  1973  and  a  low  of  4% 
in  FY  1967. 

2 .         Averape  Initial  Loan  Amount  by  BorFower '  s 

Saiusted  Family  Income  for  Claims  under  the 
State  Guarantee  Agency  Program. 


A  general,  though  not  entirely  consistent 
pattern  seen  here  is ;     the  higher  the" 
income  bracket .  the  higher  the  averse 
loan  amount. 

« 

Exhibit  IV-5,  following  this  page,  shows  the  average 
initial  loan  amount  by  adjusted  family  income  for  State 
Guarantee  Agenfc'y  ^■i'b'arirvynichih^^  claims  status  by 

June  30,  1973.,  f.the  Veneral.  trc^d  £ie6n  here  is  that 
students ii'wk4&i!t'ie^''^^  income  btackets  tend 

to  borrow.'higKte^'i<fe\%ae^ti?i'oa^^ 

• .  \.'  .•  ,  •  • 
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EXHIBIT  IV-5 


AVERAGE  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  ADJUSTED  FAMILY  INCOME* 

Claims  Unc^er  State  Guarantee 'Program 


1967 


1968    1969    1970    1971    1972  1973 
FISCAL  LOAN  YEAR 

AVERAGE  LOAN  AMOUNT 


iiiiiii 


$0-6,000 
6.001-12,000 
12,001-15,000 
15,001  &  above 
No  response  6c 
unknown 


696 

799 

.836 

810 

880 

938 

900 

791 

370 

920 

919 

970 

987 

891 

8A6 

9A8 

996 

969 

1052 

1053 

1252 

366 

923 

973 

999 

1065 

1113 

1333 

649 

756 

781 

768 

862 

955 

801 

1974 


^Source:    I007o  Sample  -  June  30,  1973 
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The  pver  $15,000  category  had  the  highest  average 
loan  amount  in  FY  1967  ($866),  FY  1970  ($999) ,  <FY  1971 
($1065),  FY  1972  ($1113),  and  FY  1973  ($1333).  The 
ndxt  highest  adjusted  family  income  group,  the  $12,001- 
15,000  category,  had  the  highest 'average ^ loan  amount  in 
FY  1968  ($948)  and  FY  1969  ($996) . 

Tf5e  lowest  adjusted  family  income  group,  $6,000  and 

under,  had  the  lowest  average  loan  amount  in  FY  1972  ($938) 

and  the  next  to  the  lowest  average  loan  amount  in  every 

other  year.    The  "No  Response"  group  had  the  lowest  average 

loan  amount  in  FY  1967  ($649),  FY  1968  ($756),  FY  1969  ($781), 

FY  1970  ($76.8),  FY  1971  ($862),  and  FY  1973  ($801). 

> 

The  average  loan  amount  for  the  middle  adjusted 
family  income  group,  $6,001-12,000,  stayed  between  the  highs 
and  lows  for  the  other  groups.    It  had  a  low  of  $791  in 
FY  1967  and  peaked  at  $987  in  FY  1972,  returning  to  a  level 
of  $891  in  FY  1973. 

3      Proportion  of  Initial  Loan  Amounts  in  Claims  to 
T7^tari:oan  Disbursement  by  Borrower  s  Aajusted 
Fjnlly  Income  tor  Claims  under  the  State. 
Guarantee  Agency  Program" 


The  hu'hoi,r  proportion  of  initial  loan  amounts  in 
r rrims  iTT^nd  in  the  lower  adjusted  Income  groups 
7;m^r'TO'g^>:  and  the  "No  Response"  category: 
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The  proportion  of  initial  lo&A  amounts  in  claims  to  the 
total  loan  disbursement  by  borrower's  adjusted  family  income, 
presented  in  Exhibit  IV-6,  following  this  page,  is  expressed 
as  a  percentage  for  each  fiscal  year.    These  percentages  v/  re 
computed  by  dividing  the  total  initial  loan  amounts  of  loans 
in  claims  by  the  total  loan  disbursement  for  each  fiscal  year.^ 

A  comparison  of  the  percentages  raveals  marked  differences 
between  the  various  income  groups.    The  highest  percentages 
are  found  in  the  lower  adjusted  f amily^  income  groikps  or  for 
those  whose  income  level  is  unknown.    These  student  borrowers 

held  the  three  highest  percentage  levels  between  FY  1967  and 
FY  1973  for  all  claims  which  had  entered  claims  status  by 
March  31,  1973.     It  should  again  be  emphasized  that  the 
apparent  decline  in  percentages  seen  here  is  not  an  actual 
decline  in  loan  behavior  with  respect  to  claims,  but  a 
reflection  of  the.  decreasing  percentage  of  loans  that  have  ^ 
reached  maturity. 

For  students  from  families  with  adjusted  incomes  of 
$3,000  and  below,  the  highest  percentage  of  initial  loan 
amounts  in  claims  was  reached  in  FY  1969  (7.47o).  Students 
from  the  $3,001-6,000  category  reached  a  level  of  7.5%  by 
FY  1971,  and  those  iV^the  ''No  Response"  group  peaked  at 
8.2%  for  FY  1969.  \ 


i 


The  fourth  highest  percentage  is  found  in  the  group  who 
adjusted  family  income  was  between  $6,001-9,000.    For  this 
« 

^    See  discussion  on  pages  II-2  and  11-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here. 
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EXHIBIT  IV-6 


PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  CLAIMS  TO 
TOTAL  LOAN  DISBURSEMENT  BY  BORROWER'S  ADJUSTED 
FAMILY  INCOME* 

Claims  Under  State  Guarantee  Program 


Percent 
12.5 


10.0  A 


0  1 


1968      1969      1970        1971  1972 
FISCAL  LOAN  YEAR 


1973 


PERCENT 


$  0-3,000 

7.1 

7.2 

7.4 

4.9 

3.4 

0.5 

0.0 

3,001-6,000 

5.5 

5.4 

4.6 

3.0 

7.5 

0.3 

0.0 

mil 

6,001-9,000 

4.4 

3.9 

3.2 

2.0 

1.2 

0.2 

0.0 

■  i  1 

9,001-12,000 

3.4 

3.0 

2.8 

1.7 

0.9 

O'.l 

0.0 

12,001-15,000 

3.1 

2.7 

2.4 

1.5 

0.8 

0.1 

0.0 

Over  15,.0_00 

"3.0 

2.5 

2.7 

1.4 

0.9 

0.1 

0.0 

MUM 

No'  response 

8.0 

7.9 

8.2 

4.5 

2.0 

0.4 

0.0 

*Source : 

207o  Sample 
100%  Sample 

-March  31, 
-  June  30, 

1973 
1973 

• 
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group  the  highest  percentage  was  4.4%  for  FY  1967.  This 
group  and  the  remaining  three  categories  tend  to  remain 
within  a  close  range  of  each  other,  reaching  their  highest  '  ' 
point  in  FY  ^967:     $9,001-12,000  (3.4%);  $12,001-15,000  (3.1%); 
and  over  $15,000  (3.0%). 

■  (  '  • 

C,.     .  'racial  AMD  ETHNIC  BACKGROUND 

V  ■ 

The  racial  and  ethnic  T^aTclcground  dat^^  o^^  student 


application  provides  a  criterion  for  determining,  the  extent 
to  which  minority  students  are  receiving  benefits  under  the 
State  Guarantee  Agency  Program.    Although  most  students 
have  responded  to  the  racial  and  ethnic  question,  it  is 
not  a  prerequisite  to  receiving  a  loan.    Five  major  ethnic 
groups  have  been  identified  in  this  analysis:  Whites, 
Blacks,  Spanish  Americans,  and  another  category  which 
includes  American  Indians  and  Oriental  Americans. 


1.  Percent  Distrribution  of  Initial  Loan 

Amount  by  Borrower's  Race  for  Claims 
under  the  State.  Guarantee  Agency  Program. 

Between  the  Fiscal  Years  1967  and  1973 
'   White  studenti^  accounted  .for  an  average 
of  42%,  of  claVms  made,  While  Black 
"students  accounted  for  an  average  of 
over  13%  of  the  claims. 

v.. 

Exhibit  IV- 7,  following  this  page,  shows  the  percent 
distribution  of  initial  loaq  amount  by  race  for  State 
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Exhibit  IV-8,  following  this  page,  shows,  the  average 

initial  loan  amount  to  Black  and  White  students  for 

State  Guarantee  Agency  loans  which, had  entered  claims 

status  by  June  30,  1973.    The  average  loan  amount  to  Black 

students  has  been  usually  lower  than  that  of  White 

btudents  in  every  year  of  the  program  with  the  single 

exception  of  FY  IS^^^^hen  it  was  $79  more.    In  that  year 

the  average  loan  amount  to  Black  students  was  $1050;  'to  White 

students  it  was  $971.    The  difference  between  the  two  groups 

in  other  years  was:     $144  in  FY  1967;  $100  in  FY  1968;  $56 

in  FY'  1969;  $58  in  FY  1970;  $5  in  FY  1971;  and  $74  in*FY  1973. 

\ 

3.  Proportion  of  Initial  Loan  Amount  in  Claims  to 
Total  Loan  Disbursement  by- Borrower 's  Racji  tor 
Claims  under  the  State'  Guarantee  Agency 


The  highest  propornion  of  initial  loan  amounts  kn 
claims  is  for  Black  stiidents.  The  proportion  fSr 
this  group  tends  to  be  three  tlaes  griiat  as 
any  other  group. 


The  proportion  of  initial  loan  amounts  in  claims  to  the 
total  loan  disbursements  b^^orrower's  race,  presented  In 
Exhibit  IV-9,  following  Exhibit  IV- 8,  is  expressed  as  a 
percentage  for  each  fiscal  year.    These  percentages  were 
computed  by  dividing  the  to'taj.  initial  ambiints  of  loans  in 
claims  by  the  total  loan  disbursement  for  each  fiscal  year.^ 

A  comparison  of  the  percentages  reveals  a  high  percentage 
for  Black  students.    Of  disbursements  make  to  Black  students 


See  discussion  on  pages  II-2  and  II-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here. 
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EXHIBIT  IV-8 

AVEH^.G£  INITIAL  LOAN  AMOUNT  BY  BORROto'S  RACE^r 
Claims  Under  State  Guarantee  Program 


\ 
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^Source:     100%  Sample 
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June  30,  1973 


EXHIBIT  IV-9  "  

•PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  CLAIMS  TO 
TOTAL  LOAN  DISBURSEMi^NT  BY  BORROWER'S  RACE* 

Claims  Under  State  Guarantee  Program 


Percent 
12.5-T 


10.0- 


1967  -     1968        196^      1970        1971  1972 

FISCAL  LOAN  YEAR 


1973 


White  2.2 

Black  6.9 

American  Indian  1.5 

Oriental  American  1.1 

Spanish  American  0.2 


2.1 

6,6 
1.5 

.1.1 

*Source : 


2.0 

6.3 
0.4 
0.2 
1.0 


PERCENT 

1.2 

4.1 
1.5 
0.5 
0.6 


0.8 

2.4 
1.2 
0.8 
0.0 


0.1 

0.4 
1.1 
0.2 
0.3 


20%  Sample 
1007.  Sample 
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March  31,1973 
June  30,  1973 


0.0 
0.0 


iiiiiiii 


0.0 
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in  FY  1967,  6.9%  had  entered  claims  status  by  March  31,  1973. 
This  percentage  is  larger  than  that  of  any  other  category 
for  FY  1967.    For  example,  White  students  held, the  second 
highest  percentage  (2.2%),  and 'American  Indians  (1.5%), 
Oriental  Americans  (1.  l?o),  and  Spanish  Americans  (0.2%) 
held  the  third,  fourth,  and  fifth  highest  percentages, 
respectively,  for  disbursements  made  in  FY  1967.    The  percentage 
for  those  who  did  not  identify  their  race  is  nqt  available.  , 

r 

P'         SEX  ■        .  „ 

There  are  three  groups  ident it ied  here:    male,  female, 
and  "No  Response". 

1.  Percent  Distribution  of  Initial  Loan 

Amountlpy  Sex  for  Claims  under  the 
State  Guarantee  Agency  Program"  , 

Between  FY  1967  and  FY  1973^  male 


students  accounted  for  an  average 
of  almost  Wo  of  the  claims ,  while 
students  in  the  ''No  Response"  .cate|?ory 
■   accounted  for  39%,  anj  female  stucients 
accounlted  for  over  17^0  of  the  claims . 

Exhibit  IV- 10,  following  this  page,  shows  the  percent 
distribution  of  initial  loan  amount  by  sex  for  those  State 
Guarantee  Agency  loans  which  had  entered  claims  status  by 
June  30,  1973.    Between  FY  1967  and  FY  1973,  male  students 
accounted  for  an  average  of  two  and  a  half  times  the  per- 
centage of  claims  as  did  female  students.    "The  average 
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EXHIBIT  IV-10 

PERCENT  DISTRIBUTION  OF  INITIAL  LOAN  AMOu/t 
BY  BORROWER'S  SEX*  J 


Claims  Under  State  Guarantee  Program 
Percent  •  ,/ 


mmmm 


1967    1968    1969    1970    1971    1972  197^ 


mnnnLnui 


FISCAL  LOAN  YEAR 

BORROWER'S  SEX 

Male 

Female 

No  Response 


^Source:     100%  Sample  -  June  30,  1973 
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.^or  male  students  was  almost  44%,  ranging  from  a  low  of 
377o  in  FY  1970  to  a  high  of  57%  in  FY  r.973.    The  average 
for  female  students  was  only  17%,  ranging,  from  a  high 
of  21%  In  FY  1970  to  a  low  of-10%  in  FY  1973. 

The  percentage  of  claims  for  the  "No  Response" 
group  averaged  39%  over  the  same  years  declining  from 
'43%  in  FY  1967  to  33%  in  FY  1973. 

2 .  Aycraj.^,e  Initial  Loan  Amount  by  Sex  for 

"Claiffls  under  the  State  Guarantee  Agency  "* 
Program"!       ~  ' 

r 

The  avfcraKG  loan  amount  has  been  con- 
sistently higher  for^^male  stucTents  than 
for  female  students  tliroughout  the  life 
of  the  program. 

Exhibit  IV- 11,  following  this  page,  shows  the  average 
initial  loan  amounts  by  sex  for  State  Guarantee  Agency  loans 
which  had  entered  claims  status  by  June  30,  1973.  Male 
students  have  consistently  borrowed  larger  average  amounts 
than  female  students.    The  average  loan  amount  to  male 
students  rose  from  a  low  of  $830  in  FY  1967  to  a  high  of 
$1010  in  FY  1972,  falling  to  $989  in  FY  1973.    The  average 
loan  amount  to  female  students  rose  from  a  low  of  $749 
to  a  high  of  $961  in  FY  1972.    It  then  decli^ned  to  a  new 
low  of  $682  in  FY  1973. 
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EXHIBIT  IV- 11. 

AVERAGE  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  SEX* 


Male 
Female 


Claims  Under  State  Guarantee  Program 

Dollars  I 
1150 


1967 


mill 


830 
749 


1968    1969    1970  1971    1972    1973  1974 
FISCAL  LOAN  YEAR 
AVERAGE  LOAN  AMNT 


883 
835 


911 
860 


898  953  1010 
844    905  961 


989 
682 


^Source:    100%  Sample  -  June  30,  1973 
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The  difference  between  the  two  groups  was  the 
reatest  m  FY  1973  when  it  was  $307.     It  was  least  in 
FY  1968  and  FY  1971  when  it  was  $48. 
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^ •     Proportion  of  Initial  Loan  Amounts  in  Claims  to 

Total  Loan  D"isbursement  by  Borrower  s  Sex  for  Claims 
under  the  State  Guarantee  A'gency  Program. 

j "ne  hip.hest  proportion  observed  here  is  for  male 
I       borrowers,  although  the  proportion  for  female  borrowers 
'is  only  slightly  lower  than  the  male  group. 

The  proportion  of  initial  loan  amounts  in  claims  to  the 

total  loah  disbursement  by  borrowe;?^  sex,  presented  in 

■/  • 
Exhibij^  IV-12 ,  following  this  page,  is  expressed  as  a  percentage 

/  1 
f\     */..*h  fiscal  year.      A  comparison  of  the  percentages  reveals 

that  cho  percentages  for  male  borrowers  are  only  slightly  • 

higher  than  that  of  females.    For  disbursements  made  to  males 

in  FY  1967,  2.7%  had  entered  claims  status  by  March  31,  1973. 

For  females  the  percentages  were  2.27c.  for  both  FY  1967  and 

FY  1968.  and  2.4%  for  FY  1969.    The  percentages  for  those  who. 

did  not  respond  to  this  question  is  no/available . 


E.  AGE 

Student  borrowers  are  divided  into  five  age  groups : 
17-20.  21-22,  23-26;  27  and  over;  and  "Unknown"  category. 


^  Sec  discussion  on  pages  II-2  and  II-3  on  the  jUmitations 
and  uses  of 'the  percentages  as  defined  here. 
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iiXHIBIT  IV~12 

;^koportion  of  ;niv:al  loan  amounts  in  claims  to 
total  loam  disbursement  by  borrower's  sex* 

Claims  Under  State  Guarantee  Agency  PrDgram 


1967  1968" 


1969      1970        1971  1972 
FISCAL  LOAN  YEAR 


1973 


Female  iiiiiiN  2  .  2 


2,  o 


PERCENT 


2.4 


1.6 
1.5 


1.1 
0.8 


0.2 
0.1 


0.0 
0.0 


^Source:      20%  Sample  -  March  31,  1973 
100%  Sample  -  June  30,  1973 
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1/        Percent  Distribution  of  Initial  Loan 
Amount  by  borrower's  Age  for  Claims 
under  the  State  Guarantee  Agency  Program. 

"Che  highest  percentage  of  claims  comes  from 
those  in  the  "Unknown"  age  group.  Students 
from  this  group  account  for  an  average  of 
over  317o  of  claims  made  between  Fiscal 
Years  1967-1973.     No  other  consistent 
pattern  is  evident  here? 

Exhibit  IV-13,  following  this  page,  shows  the  percent 
distribution  of  initial  loan  amount  by  borrower's  age 
for  tho^e  State  Guarantee  Agency  loans  which  had  entered 
claims  status  by  June  30,  1973.    The  greatest  percentage 
of  claims  come  from  students  whose  age  is  unknown.  The 
average  percentage  for  this  group  was  3l%  for  the  period 
between  FY  1968  and  FY  1973. 

The  second,  highest  percentage  of  claims  is  found  • 
in  the  23-26  age  bracket.    The  average  percentage  for  this 
age  group  was  over  21%  for  the  period  between  FY  1968  and 
FY  1973,  with  a  high  of  24%  in  FY  1967  and  a  low  "of  18,% 
in  FY  1971.  '  ■ 

The'^next  age  group  17-20,  had  the  next  highest  average 
percentage  of  claims  at  almost  19%  for  the  same  period,  with 
a  high  of  21%  in  FY  1969  and  a  low  of  13%  in  FY  1973.  The 
21-22,  and  27  and  over  age  groups  follow  closei^y  with  averages 
of  over  16%  and  almost  12%  respectively  for  the  same  period. 
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EXHIBIT  IV- 13 

?KRCr:NT  DlSTxUbLTION  OF  INTTIAL  LOAN  A140UNT 

BY  BORROWER'S  AGE* 


Claims  Under  State  Guarantee  Program 


Percent 


.' .  /  ^  •    •  •  •  •   .  •  J  •  .  .         -  .    1.  *  -  t  •      •  t 
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t  22% 
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.8% 


19% 
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.  •   


^'Z:*/,  • 


I' 2 2%  I 


16% 


19% 


16% 
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;i6% 
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1967    1968    1'969    1970    1971    1972  1973 
i^XSCAl.  LOAN  YE/vR 

BORROWER'S  AGE 

17 -2.0 

23*26 
27  iS:  over 

Unknown  ^ 


llul) 


•^"••Source;     100%  Sample  -  June  30,  1973 
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^'  Average  Initial  T,oan  Amnunt  bv  Rorrr^wpr ' « 

Age  for  Claims  under  the  State  Guarantee 
Agency  Program.  '~  ~~ 

No  consistent  pattern  can  be  observed 
here  except  for  the  tact  that_t!hp  " 
lowest  average  loan  amount  is  found  among 
those  students  whose  age  is  unknoim. 

Exhibit  IV- 14,  following  this  page,  shows  the  average 
initial  loan  amount  by  age  group  for  those  State  Guarantee 
Agency  loans  which  had  entered  claitos  status  by  June  30, 
1973.    No  consistent  pattern  can  be  observed  here  in  * 
comparing  the  different  age  groups,  except  that  the  group 
whose  age  is  unknown  tends  to  have  the  lowest  average 
initial  loan  amount.    The  average  loan  amoUiit  for  this 
group  rose  from  a  low  of  $689  in  FY  1967  to  a  high  of  $986  i 
FY  1973. 

The  second  lowest  average  amount  was  for  the 
17-20  age  group.     This  rose  from  $708  in  FY  1967  to  $1047 

in  FY  1972.    It  then  declined  to  $893  in  FY  1973. <  '  » 

I, 

The  23-26  age  group  had  the  third  lowest  average 
loan  amount,  rising  from  a  low  of  $802  in  FY  1967  to 
high  of  $992  in  FY  1973.    The  21-22  group  follows, 
rising  from  $83.8  to  $1024  for  the  same  time  period.  The 
27  and  over  group  declined  from  $901  in  FY  1967  to  $870 
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EXHIBIT  IV-14 


AVERAGE  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  AGE* 


Claims  Under  State  Guarantee, Program 


••••I'  21-22 
"^mm  27  &  over 


Unknown. 


650 


1967    1968    1969    1970  l'^71    1972    1973  1974 

FISCAL  LOAH  YEAR 


AVERAGE  LOAN  AMOUNT 


708 
838 
802 
901 
689 


809 
893 
874 
913 
797 


863  870  923 

910  889  967 

887  854  939 

903  870  900 

825  811  886 


1047  893 
991  1024 


974 
933 
912 


992 
80i 
986 


★  Source:    100%  Sample  -  June  30,  1973 
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in  FY  1970.  It  then  rose  to  $933  in  FY  1972  and  declined 
again  to  $801  in  FY  1973. 


3.    Proportion  of  Initial  Loan  Amounts  in  Claims  to 
Total  Loan  Disbursement  by  Borrower's  Age  for 
,   Claims  under  the  State  Guarantee  Agency  Program. 

Tha  Reuer^l  pattern  observed  here  is  that  the 
hij^hef  aa4  groups  tend  to  hare  higher  percentages 
of  initial  loan  amounts  in  dlaltiia.  \ 

The  propprtion  of  initial  loan  amounts  in  claims  to  the 
total  loan  disbursement  by  borrower's  age,  presented  in 
Exhibit  IV- 15,  following  this  page,  is  expresiied  as  a 
percentage  for  each  fiscal  year.^  A  comparison  of  these 
percentages  reveals  that  the  higher  age  grybups  generally 
have  higher  percentages  of  init^-al  loan  amounts  in  claims. 


1 


The  23-26  age  group  and  the  27.  and  over  category  had 
highs  of  5.3%  and  4. 5%  respectively .  for  FY  1969.  The'21-22 
age  group  declined  from  its  high  of  2.7%  in  FY  1967  and 
t.he  17-20  age  group  remained  consistently  at  2.1%  for  the' 
/first  three  years  of  the  program.    The  percentages  for  those  • 
who  did  not  respond  to  this  question  are  not  available. 


t\        mRITAL  STATUS  ' 

Student  borrowers  are  divided  into  several  categories 
for  the  purposes  of  defining  types  of  marital  status 
includihg:    single,  married,  other  (including  divorced. 


^  See  discussion  on  pages  II -2  and  II-3  on  the  limitations 
and  uses  of  the  percentages  as  defined  here. 
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EXHIBIT  IV 

PROPORTION-. 0/  INITIAL  AMOUNTS  IN  CLAIMS  TO 

TOTAL  LOAN  DISBURSEMENT  BY  BORROWER'S  AGE* 

Claims  Undjer.  St;ate  Guarantee  Agency  Program 


967 


1968        1969        1970  1971 
/      FISCAL  LOAN  YEHR 


1972  1973 


PERCENT 


17-20 
•  mill*  21-22 
23-26 
I  aw  27  6c  over 


2.1 
'2.7 
4.8 
3.6 


2.1 
2.2 
5.1 
4.0 

*Source: 


2.1 
2.1 
5.3 
4.5 


1.3 
1.3 
3.3 
3.1 


0.8 

0.  8 

1. ^4 
3.3 


0.1 
0.1 
0.2 
0.5 


20%  Sample 
100%  Sample 


March  31,  1973 
June  30,  1973 


0.0 
0.0 
0.0 
0.0 
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separated,  -and  widowed),  and  a  "No  Response"  category. 

* 

1.  Percent  Distribution  of  Initial  Loan 

jSiount  by  Borrower's  Marital  Status  for 
Claims  under  the  State  Guarantee  Sjihcy 
Program. 

* 

Single  students  account  for  an  average 
of  almost  47%  of  all  claims  m'^rried 
■^tuden ts^  f or  an  average  of  lOye,  and  the 
^No  Response,  UnknoT-m  and  Other"  categories 
,   '   together  account  for  an  average  of  43% 
of  all  claims."  ' 

Exhibit  IV- 16,  following,  this  page,  shows  the 
percent  distribution  of  initial  loan  amount  by  borrower's 
marital  status  for  those  State  Guarantee  Agency  loans  which 
had  entered  claims  s^fatus  by  June  30,  1973.     The  greatest 
percentage  of  claims  come  from  single  students,  who 
averaged  almost  47%  of  all  claims  between  FY  1967  and 
FY  1973.     This  group  ranged  f rom  X  low  of  44%  in 
Pf  iy67  to  a  high  of  49%  in  FY  1972.     It  then  declined 
slightly  to  48%  in  FY  1973. 

The  secord  highest  percentage  of  claims  comes  from 
the  "No  Response,  Unknown  and  Other"  categories  whi^h 
lot^ether  accounted  for  an  average  of  43%  of  all  claims 
made  between  FY  19&y  and  FY  1973.     This  group  declined 
from  48%  in  FY  1967  to  38%  in  FY  1972,  and  then  rose  to 
40%  in  FY  1973. 


EXHIBIT  IV-16  • 

PERCENT  DISTRIBUTION.  OF  'INITIAL  LOAN  AMOUNT 
BY  BORROWER'S  MARITAL  STATUS* 


Claims  Under  State  Guarantee  Program 


Percent 
100 

> 

90- 
80- 
70- 
60- 

0 

5D- 
40- 
30- 
20- 
•  10- 
0 


/  /  Of  !<->;v:'Xr:«X':»x»: 


1967    1968    1969    1970    1971    1972  1973 


FISCAL  LOAN  YEAR 

BORROWS  MARITAL  STATUS 
Single 
Married 
No  response, 
unknown  & 
other 

*Source:     1007.  Sample  -  June  30,  1973 
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Married  students  accounted  for  the  lowest  percentage 
of  claims,  averaging  only  107.  between  FY  1967  and  FY  1973. 
with  a- high  of  137.  in  FY  1972.  ■ 

2  AveraRcU"^tyy.Ji°g-ig!^4'^  Borrower's 

^^^rr^<r^.T^-rSrciaims  under  the 
^  'State  Guarantee  Agency  frogram. 

Married  «  hnrrowed  more  i"  the 

nSRl5~'sf "dents  borrowed  more  in  the 
last  five  years.  : 

Exhibit  IV-17,  following  this  page,  shows  the 
average  initial  loan  amount  for  single  and  married 
student  borrowers  for  State  Guarantee  Agency  loans  which 
had  encored  clai.s  status  by  June  30.  1973.    Married  students 
have  tended  to  borrow  larger  amounts  in  FY  1967  and  FY  1968 
and  single  students  borrowed  larger  average  loan  amounts 
between  Fiscal  Years  1969  and  1973. 

Married  students  borrowed  $67  more  than  their  single 
counterparts  , in  FY  1967  and  $68  more  in  FY  1968.    The  , 
hiiihe.t  average  loan  amount  for  this  group  was  $967  in 
FY  1972,  and -Che  lowest  was  5840  which  represented  a  sharp 
decline  for  FY  197  0. 


Single  scudents  borrowed  an  average  of  $19  more 
Chan  their  .narried  counterparts  rn  FY  1969,  $51  more  in 
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EXHIBIT  IV-17 

AVERAGE  INITIAL  LOAN  AMOUNT  BY 
BORROWER'S  ^RITAL  STATUS* 

Cl-^ims  Under  State  Guarantee  Program 
Dollars 

'1150  I  1     .  I  -I  1  -j  r 

1100-  ' 

■  #» 

1050- 


700- 

650  -I  1  1  1  1  1  1  ^- 

1967    1968    1969    1970    1971    1972    1973  1974 

FISCAL  LOAN  YEAR 

I 

AVERAGE  LOAN  AMOUNT 

792      866      898      891      948    1011  970 
imm  870      877      879      840      907      967  856 

Source:     100%  Sample  -  June  30,  1973 
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FY  1970.  $41  in  FY  1971,  and  $44  more  in  FY  1972.     In  FY  1973, 
Che  average  loan  amount  for  single  students  rose  to  $114  more 
than) the  average  for  married  students.    The  highest  average 
\loan  amount  for  single  students  wa.c  $1,011  in 'FY  ^^1972,  the  ^ 
lowest,  was  $792  in  FY  1967  . 

3 .     Propc\rtion  of  Initial  Loan  Amounts  in  Claims  to 
.  Total  Loan  Disbursement  by  Borrower's  Marital 
Statua    for  Claims  under  State  Guarantee  Program. 

 ;       ;  '  \ 

The  percentages  of  initial  loan  amounts  in  claims 
/    for  the  "Other"  category  (including  divorced, 
■4     separated,  or  widowed)  are  several~times  higher 
than  the  other  groups.     Single  student  bofrovers 
have  the  lowest  percentages.  .  . 

The  proportion  of  initial  loan  amounts  in  claims  to  the  / 
total  loan  disbursement  by  borrower's  marital  status,  presented 
in  Exhibit  IV- 18,  following  this  page, ,is  expressed  as  a 
percentage  for  each  fiscal  year .      A  comparison  of  these 
percentages  reveals  that  although^sijigle-^nd  ;married  students 
have  percentages  that  are  very  close  together,  single  students 
have,  the  lowest  overall  percentages.    The  "Other"  group  has 
percentages  that  are  several  times  higher  than  the  single 
or  the  married  student  groups. 

For  disbursements  made  to  single  students  in  FY  1967, 
'z.57o  had  entered  claims  status  by  March  31,  1973.    The  percent- 
age* for  married  students  was  2.4%  for  the  same  year. 

^  See  discussion  on  pages  II-2  ahd  II-3  on  the  limitations 
and  uses  of  the  percentages  ad  defined  here. 
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EXHIBIT  IV- 18 


Percent 
12. 5' 


10.0 


7.5 


5.0 


2.5 


PROPORTION  OF  INITIAL  LOAN  AMOUNTS  IN  CLAIMS  TO 
TOTAL  LOAN  DISBURSEMENT  BY  BORROWER'S  MARITAL  • 
STATUS 

Claims  Under  State  Guarantee  Agency  Program 


M  m 


1967        1S68       1969        1970  1971 

FISCAL  LOAN  YEAR 


1972  1973 


Other      iiimii  5.3 


PERCENTAGE  RATE 

2.4         2.4       1.4  0.8  0.1  0.0*" 

2.3        2.8       1.8  2.2  0.2  0.0 

5.7        9.0      6.1  3.3  0.6  0.0 

*Source:       20%  Sample  -  March  31,  1973 
100%  Sample  -  June  30,  1973 
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Information  is  not  available  for  those  who  did  not  respond 
to  this  question.    Students  in  the  **Other**  category  had 
percentages  of  5.3%  in  FY  1967,  5,7%  in  FY  1968,  9%  in  FY 
1969,  and  6.1%  in  FY  1970. 
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APPENDIX  A 


CROSS -TABULATIONS  FOR  FISLP  ^EFAULTED  B&RROWERS  BY 
VARIOUS  SCHOOL,  BDRP.OWER,  A.ND  LENDER  CHARACTERISTICS 


ERIC 


iNTRODUCTION  TO  THE  CROSS -TABULATIONS 
IN  APPENDIX  A  AND  APPENDIX  B 

Ap^.cidix  A  presents  cross-tabulations  for  FISLP 
uefaultcd  borrowers  by  a  variety,  of  school,  borrower, 
jnd  lender  characteristics.    Appendix  B  presents  parallel 
cross-tabulations  for  defaulted  borrowers  under  the  State 
and  ^jrivate  guarantee  agency  program. 

These  cross -tabulations  were  run  on  an  approximately 
riampifc  of  defaulted  borrower  data  extracted  from  the 
Guaranteed  Student  Loan  System  (GSLS-II)  file  in  May,  1974. 
oecausc  of  this  the  number  count  in  these  tables  is  only 
abouu  t)"//.        -AO  accudl  iiumber.    What  is  important  in  these 
Labies  is  the  percentages  given  in  lines  two,  three,  and  four 
of  each  cross-tabulation  box. 

There  are  four  lines  of  figures  in^^ach  box.    The  top 
liao  states  the  number  of  borrowers  for  that  cross-tabulation. 
Tno  second  line  states  what  percentage  this  ntunber  is  of  the 
lo-al  number  of  borrowers  for  that  row  of  the  cross-tabulation 
(total  given  in  column  at ■ far  right).    The  third  line  states 
what  percentage  the  number  in  line  one  is  of  the  total  number 
ol  borrowers  for  that  column  of  the  cross-tabulation  (total 
j.;ivun  at  bottom  of  column)  .    The  fourth  line  states  what 
percentage  the  number  in  line  one  is  of  the  total  number  of 
borrowers  for  the  entire  cross -tabulation  (total  given  at 
bottom  of  column  at  far  rij^ht)  . 

m    '  ■ 
1 


For  example,  the  first  cross-tabulation,  on  page  A-1, 
presents  data  on  FISLP  def aulted'^'borrowers  by  school  owner- 
ship by  fiscal  year  of  disbursement.    The  box  for  public 
schoolb  for  SY  1968  states  that  in  the  50%  sample  used  for 
the  analysis  there  were  1899  FISLP  defaulted  borrowers  who 
attended  public  schools  in  FY  1968.    This  is  8.5%  of  the 
total  number  of  FISLP  defaulted  borrowers  who  attended 

public  schools  over  Fiscal  Year^  1968  -  1974,     It  is  66,6%  

of  the  total  number  of  FISLP  defaulted  borrowers  in  FY  1968. 
It  is  -2' 7%  of  the  total  number  of  FISLP  defaulted  borrowers 
attending  any  school  type  over  Fiscal  Years  1968  -  1974. 


A-ii. 


ERIC 


{hi 


o  ^ 
CC  o 


o 


O  JO 


O  OJ 
o  ♦ 

in 

in 

4* 


{>  in 
n  o 


GO  O 
LO  • 
O 

o  o 


H 

c/) 

a: 

ID 
CQ 

M 
Q 

Dc:  o 


o 
o 


Pi 

<: 


-1 
< 
a  o 

U3  CO 
< 


CO 


CO 

13: 


o 

CO 

>- 


H 

I 

D 
M 

w 

M 

Q 

o 

w 


o 

CO 


OJ 


u. 


0^ 


o 


a: 


oc 


CO 


LP 


n 


• 

OJ 


z 

O 

o 


o  u  u 
ql  a.  a 

^  -J 

o  o  o 
ct  u 


.VJ  x 

•    •  • 

O  o 

n 


OJ  i-^  00  xi- 
iT)    •    •  • 

fsj  rH  r«-  o 


iP  lT  vO 

rvi   •  •  ♦ 

OJ  4  <r 
r) 


cr  o  o  0^ 
r)  •  •  • 

<r  tO 
tn  rsj  OJ 


4*6  nC  o 
lT*    •    •  • 

tO  lTI  lO 

lA  v\j 


o  ao  r^.  (Vi 

4-  •  •  • 

r-  lO  o  00 

in  OJ  vO 


00  o)  ^  rvj 


O 


^  o 

00  o 


o^  in  ro  *-H 

00    •    •  • 

^  o 


Oj  CO  4' 
00    •    •  • 

ON  X)  ,in 


^  OJ 
sO   •    •  • 

in  OJ 


n     oc  o 
•  • 

ro  OJ  00  OJ 
f~i  Oj 


lT  .  4  in 

r««  <»  •  • 

<r  4  lH  OJ 

r-<  C\J 


f\j  00  CO 
ro  •   •  • 

X  00  o 


vO  (\J  X  »^ 
•  •  • 

o  o 
4 


^  yC  CO  in 

O  OJ  in 

-4 


r-M  i-<  ro 

•  •  • 

rvi  <t  w 

<f  n  OJ 


4  in  >D  o 

ro  •  •  • 

in  hO 

<f  >o  OJ 


o  in 

vC  •  •  • 

sO  o  in  OJ 

00  ou  in 


O  O  n£) 
f\J   •   •  • 

4-       ^  o 


o  o 


o  o 

•    •  • 

000 


r-4  rO  o 

•  •  • 

000 


r-l  o 

(\j  •  •  • 

r*-  00 


vC  00  m  ^ 

•      •  • 

lAj  <f  O 


(\j  ro  #-H  o 
<\j  •  •  • 

000 


ro     o  o 
•  •  • 

000 


0000 
•  •  • 

o  o  o 


CVJ 


O 

o  rxi 
CO  o 


UJ 

< 


Si 

Tj 

a 


>- 

or 
-a: 
I— 

UJ 

^% 

a 
o 

CL 

a 


A  1 


a 

U 

H 

< 

25 

Ha  <x 
a  o 


o 

oj  ^ 


O  00 


o  « 

in  a> 


o  in 

I')  o 


oo  o 
in  • 
^  o 
o  o 


o 
o 


.-J 
CO 


O 
O 


3 


O 
H 

9 


O 
W 
H 
►J 

W 


o 
o 

o 

CO 

pa 


o 
or  o 
oJ  o 
>  in 
o  ^ 


in 


o 
o 
o  o 
o  in 
OJ  ^ 


4- 


o 

r-i  O 

O  C 
O  f\J 


c\j  ^  X  m 

vC    •    •  • 

ro  <— •  (v  o 


00  CO  o 
04  •   •  • 

^  AJ  0>  O 


o  o 
ro  •  •  • 

<t  ^  (Vi  <VJ 


O  O  OC  OJ 

OJ    •    •  • 

Oj  o  o 

(\i 


in  in  ci 

rH     •      •  • 

(V,  ro  %0  o 


^  if.  s£) 

>t     n  o 


o 

•  1 

n  1 

1  ^  in  >o 

^  o  1 

n  OC  sC 

1  o  cr  00  *-i 

1  o 

1^  •  •  • 

1  00  •   •  • 

1  n  •  •  • 

1  • 

•  •  1 

1       OJ  o  ^ 

1  a  cjv  4"  in 

1  OJ 

O  O  1 

o  o 

OJ  n 

1       ^  ^ 

1  n  in 

Q  O 

1  / 

•  ^  1 

i  ^ 

O 

OJ  1 

1  o 

0"  C7^  on  4^ 

1   4  4  CC 

1  a  o  in  o 

^  o  1 

,  lP  •  •  • 

J  (j^    •    •  • 

1  r)  •  •  • 

1  Og  • 

•    •  1 

1  X  o  o  >0 

1   (V  ^  00  «^ 

1     oj  o  m 

1  in 

O  O  1 

o  o 

OJ  n 

1  i-^OJ 

1       OJ  ^0  '-^ 

o  o 

rj  vc 

o 

• 

o 

1  IT  Oh 

1     o  n  0^ 

1  in  >c  in 

1  CC  0^  OJ  ^ 

1  00   •   •  • 

)  IXI  •  ^  • 

1         •   •  • 

1  4^  • 

•    •  1 

1  4*  o  fO 

1      o  n  o 

1  OJ 

O  O  1 

1 

1          OJ  «^ 

1  OJ  ^ 

1  1^  in  >o  cn 

1 

1  OJ 

o 

• 

o 

1  CVJ  o 

O  <f  1 

*• 

1  lO  0^  rO  »^ 

1      o  o 

1        OC  0^  O 

-J 

1       #  «  • 

1  CO    •    •  • 

1              •     •  • 

1  • 

•    •  1 

1  CD  OJ  4' 

1  r*-  OJ  ^ 

1  n  OJ 

1  OJ 

n  o  1 

1  Oj  i-i  n 

1  ^ 

1  iTi  in 

1 

O  > 

Z  < 

1 

1 

1 

1 

>- 

^- 

H  U  U 

a 

1  * 

• 

• 

Z  Ol  d 

Q. 

1 

OJ 

D 

O  :x  -J 

u  o  o 

o 

>- 

a  u 

ct 

>t  OJ  n 
•  •  • 

C  O 


4    •   •  • 

>t  ^  >t  o 
n 


p  4  \ft  \0  ^ 
•    •  • 

4^  n  n  OJ 


o  o 
o 


o  o 

•  • 

o  o 


OJ  0^  Oj  O. 
•    •  • 

o  o  o 


rn  o  ^  o 
•  •  • 

o  o  o 


JD  X 

if  c 


Oj  00 
OC  • 
o*  ^ 


o  r 
m  • 

n  ^ 


o  rn 
o.  o 


A.  in 
^  • 

1—4  — ^ 

0^  OJ 


If.  >c 
o  • 

n 


Z  -J 
X  < 

O 


s 


UJ 

> 

OC 
01 


u 

a 
a 
o 
a 


A-2 


I 


O 

cr  o 


O  GO 


vD  (Vi 
IT)  O 

^  in 


n  o 


CO  o 

t/>  • 

•-^  o 
o  o 


> 

-J 

o  < 
z  ^ 


<j  r  rvj 

u  < 

uJ  2 

< 


u  o 
a  o 

iiJ  UJ 


u  o  o 

z  a  lL  a 

D 

O   "it  _J  H- 

u  o  o  o 

a  u  h- 


rn  r*- 
(\i   .   •  • 

iTi  Og  LT.  o 


r)  <f 
•  •  • 

000 
4^ 


sC  0^  CO  *c 
ro  •  •  • 

n  m  ro  ^- 
iTi  rvj  (\j 


000 
•  •  • 

000 
o 


I 
I 

^  r>  LT  o.  I  in  no  IP  CO 

1 1 
\  I 


o  0^  oj 
>o  •  •  • 

Un      OJ  o 

in  m  ro 

(Vi 


vo  o  n  (vj, 

n  •  •  ^ 

•-4  J\  O  Q 

m 


00  m  c>  o  I  r-y  n  cvi 
f-H  «  •  •        \  •  •  • 


o  o 


CV  X 
o    •  • 

go 


000c 
•  •  • 

000 


in 


00  H  in  m 


o  o 
o 


o 
o 


if) 


o  t  i  \I 
^    •    •  # 

^  rn  o 


ro  4"  o 
•  •  • 

000 


Oa  C\J 

in  •  •  • 

in  o  o 


000 
000 


o  3^ 


o  • 

CO 


O 

cv  n 

(VJ 


^  o 


0^  n 

(V  o 


o 


CO 


k4 
O 
O 

CJ 


i 


D 


UJ 

< 
> 

a 

Ql 


UJ 
CL 

o 


Z  ^ 

-J  O 

O 

U 


A-3 


y 


.FISLP  DEFAULTED  BORROWERS, 
BY  SCHOOL  OWNERSHIP  BY  SE;X 


SEX 


SCHOOL 
OWNERSHIP 
PUBLIC 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


1 


PRIVATE 


3. 


PROPRIETARY 


NOT  AVAILABLE 


MALE 


FEMALE 


NOT- 
AVAIL* 


0. 


COLUMN 
TOTAL 


•  0 
0.0 
0.0 
0.0 


1 

0.0 
100.0 
0.0 


0 

0.0 
0.0 
0.0 


0 

0.0 
0.0 
0.0 


1 

0.0 


l.I 


1S537 
69.8 
35.6 
?2. 1 


652? 
29.3 
?5.3 
9.3 


3i^B0 
64.2 
' ,  8.9 


2090 
34.6/ 
8./ 


24023  I 
57.9  I 
55.1  ,/  I 
34.3''  I 


17091 
41.2 
66.2 
24.4 


49.0 
/O  .  4 
'  0.2 


116 
33.2 
'  0.4 

n.? 


43611 
62.2 


25H19 
36.8 


3.1 


201 
0.9 
27.6 
0.3 


72 
1.2 
9.9 
0.1 


392 
U.9 
53.9 
0.6 


62 
17.8 
6.5 
0.1 


727 
1.0 


ROW 
TOTAL 


41506 
59.2 


349 
0.5 


70158 
100.0 


ERIC 


FISLP  DEFAULTED  BORROWERS 
BY  SCHOOL  OWNERSHIP  BY  MARITAL  STATUS 


SCHOOL 
OWNERSHIP 

MUbLIC 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


1 

I  SINGLE 
I 

I  1. 


MARITAL  STATUS 

MARPIt.U  OTHtPS 


I. 


PRIVATE 


3. 


PROPRIETARY 


NOT  AVAILABLE 


1- 

I 

I 

I 

I 

•I- 
I 
I 
I 
I 

-I' 


1 
I 
-I 
I 
I 
I 
1 

-I 


COLUMN 
TOTAL 


13705 
61.6 
36.0 
19.5 


3802 
62.9 
10.0 
5.4 


I  20453 
I  49.3 
53.7 
29.2 


150 
43.0 
0.4 
0.2 


3^110 
54.3 


5945 
26.7 
26.1 
6.5 


I 

I- 

I 

I 

I 

I 


NOT  AVAI 
LABLE 
1  4.1 


I 


2392 
10.7 
28.4 
3.4 


1728 
28.6 
7.6 
2.5 


I 
I 
I 
I 


412 
6.8 
4.9 
0.6 


15014 
36.2 
65.9 
21.4 


I 
1 
I 
I 


5599 
13.5 
66.4 
8.0 


106 
30.4 
0.5 
0.2 


31 
8.9 
0.4 

0;0 


I 
I 
1 
I 

■1- 


22793 
32.5 


8434 
12.0 


218 
1.0 
26.6 
0.3 


101 
1.7 
12.3 
0.1 


440 
1.1 
S3. 6 
0.6 


62 
17.8 
7.6 
0.1 


821 
1.2 


ROW 
TOTAL 


I 
I 
I 
I 
I 
1 
I 
I 
I 
I 

•I 
I 
I 
I 
1 

-1 
I 
1 
I 
I 

-I 


22260 
31.7 


6043 
8.b 


41506 
59.2 


349 
0.5 


70158 
100.0 
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ERIC 


A-8 


FISLP  DEFAULTED  BORROWERS 
BY  ACADEMIC  PROGRAM  BY  SEX 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


ACADEMIC 
PROGRAM 


1 


COLL,  &  UNIV. 


JR  COLL  &  INST. 


SPEC.  «i  VOC. 


NOT  AVAILABLE 


MALE 


SEX 
FLMALE 


COLUMN 
TOTAL 


1 

0.0 
100.0 
0.0 


0 

0.0 
0.0 
0.0 


0 

0.0 
0.0 
0.0 


0 

0.0 
0.0 
0.0 


I 

0.0 


1. 


13579 
68.7 
31.1 
19.^ 


NOT 

AVAIL. 
I  3. 
I—  " 


5981 
30.3 
?3.2 
8.5 


5059 
69.5 
11.6 
7.? 


21^9 
29.5 
8.3 
3.1 


24219 
57.8 
55.5 
34.5 


I  17256 

I  41.2 

I  66.8 

I  24.6 


I 
I 
I 
I 


754 
60.3 
1.7 
1.1 


433 
34.6 
1.7 
0.6 


43611 
62.2 


25819 
36.8 


195 
1.0 
26.8 
0.3 


68 
0.9 
9.4 
0»1 


400 
1.0 
55.0 
0.6 


64 
5.1 
8.8 
0.1 


727 
1.0 


ROW 
TOTAL 


19756 
28.2 


7276 
10.4 


41B75 
59.7 


1251 
1.8 


70158 
100.0 


ERIC 


FISLP  DEFAULTED  BORROWERS 
BY    ACADEMIC  PROGRAM  BY  MARITAL  STATUS 


MARITAL 

STATUS 

f>  r\  1  Ilk  1  T 

COUNT 

ROW  PCT 

ISINGLE 

MARRIED 

0THEP5 

NOT  AVAI 

COL  PCT 

LABLE 

TOT  PCT 

I            1 . 

[  2.1 

[  3. 

I  4. 

ACADEMIC 

PROGRAM 

1 . 

I  12625 

I     5212  ] 

[  1683 

[  236 

COLL.  fi. 

UNIV. 

I  63.9 

[     26.4  ] 

[  8.5 

I  1.2 

I  33.1 

t     22.9  ] 

[  20.0 

I  28.7 

I     IB.O  : 

[     7.^  : 

2.4 

[  0.3 

2. 

I  434H 

1     1956  ] 

I  900 

I  72 

JR  COLL 

&  INST. 

I  59.8 

I     26.9  ] 

[  12.4 

I  1.0 

I  11.4 

I      8.6  ] 

t  10.7 

I  6.8 

I  6.2 

[       2.B  ] 

[  1.3 

I  0.1 

3. 

I  20595 

I  15186  ] 

[  5646 

I  448 

SPtC.  & 

VOC. 

I  49.2 

I     36.3  .1 

[  13.5 

I  1.1 

I  54.0 

I     66.6  ] 

[  66.9 

I  54.6 

4 

I  29.4 

I     21.6  ] 

[  8.0 

I  0.6 

NOT  AVAILABLE 

I      542  ' 

r      439  1 

[  205 

I  65 

I  43.3 

I     35.1  ] 

[  16.4 

[  5.2 

I  1.4 

t       1.9  ] 

[  2.4 

I  7.9 

am 

1  O.B 

[      0.6  ] 

[      0.3  : 

[  0.1 

COLUMN 

38110 

22/93 

8434 

821 

TOTAL 

54.3 

32.5 

12.0 

1.2 

ROW 
TOTAL 


19756 
26.2 


7276 
10.4 


41875 
59.7 


1251 

i.e 


70158 
100.0 
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APPENDIX  B 


CROSS -TABULATIONS  FOR  STATE  AND  PRIVATE  GUARANTEE  AGENCY 
DEFAULTED  BORROVJERS  BY  VARIOUS  SCHOOL,  BORROWER,  AND 
LENDER  CHARACTERISTICS 
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STATE  AND  PRIVATE  GUARANTEE  AGENCY  DEFAULTED  BORROWERS 


BY  SCHOOL  OWNERSHIP  BY  SEX 


SEX 


SCHOOL 
OWNERSHIP 
PUBLIC 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


1. 


PRIVATE 


2. 


3. 


PROPRIETARY 


NOT  AVAILABLE 


COLUMN 
TOTAL 


[MALE 

FEMALE 

NOT 

ROW 

AVAIL. 

TOTAL 

[  1. 

I  2. 

[  3.1 

I  lftb79 

I  8405 

[      218  I 

25202 

I  65.8 

[     33.4  ] 

[      0.9  I 

47.4 

I  48.0 

I  46.5 

[     42.0  I 

I  31.2 

I  15.8 

[       0,4  I 

I  13803 

[  6029 

[       148  I 

19980 

I  69.1 

[  30.2 

I       0.7  I 

37.6 

I  40.0 

I  33.4 

[     28.5  I 

[  26.0 

[     11.4  1 

[      0.3  I 

I     4125  ] 

[     3632  ] 

[        51  I 

7808 

I     52.8  ] 

[     46.5  ] 

[      0.7  I 

14.7 

I     11.9  ] 

[     20.1  ] 

[      9.8  I 

I      7.8  ] 

[      6.8  ] 

[      0.1  I 

I        15  1 

[          6  ] 

[       102  I 

123 

[     12.2  ] 

[      4.9  ] 

[     82.9  I 

0.2 

[      0.0  ] 

[      0.0  ] 

[     19.7  I 

[      0.0  ] 

[      0.0  '] 

[      0.2  I 

34522 

18072 

519 

53113 

65.0 

34.0 

1.0 

100.0 

STATE  AND  PRIVATE  GUARANTEE  AGENCY  DEFAULTED  BORROWERS 
BY  SCHOOL  OWNERSHIP  BY  MARITAL  STATUS 


MARITAL  STATUS 

COUNT  I 


ROW  PCT  I 

SINGLE 

MARRIED 

OTHERS 

NOT  AVAI 

ROW 

COL  PCT  I 

LABLE 

TOTAL 

TOT  PCT  I 

O.I 

1  . 

[  2.1 

[  3. 

I  4.1 

SCHOOL 

OWNERSHIP 

I.  I 

3 

I 

19742 

I  3769 

I  1317 

I      371  I 

25202 

PUBLIC 

0  .  U 

T 
i 

78.3 

I  15.0 

[  5.2 

I       1.5  1 

47.4 

100.0 

I 

47.5 

I  47,5 

[  48.3 

I     41.9  I 

0.0 

I 

J  f  .  c 

I  7.1 

I  2.5 

I       0.7  I 

2.  I 

0 

I 

16458 

I  2534 

I  642 

I       346  I 

19980 

PRIVATE 

0.0 

I 

82.4 

I  12.7 

I  3.2 

I       l.V  I 

37.6 

u.o 
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39.6 

I  31.9 

I  23.6 

I     39.1  I 

0.0 
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31.0 

I  4.8 

I  1.2 

I      0.7  I 

3.  I 

0 
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5340 

I  1635 

I  766 

I        67  I 

7808 

PROPRIETARY  I 

0.0 
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68.4 

I  20.9 

I  9.8 

I      0.9  I 

14.7 

0.0 

I 

12.9 

I  20.6 

I  28.1 

I      7.6  I 

0.0 

I 

10.1 

I  3.1 

I  1.4 

I       0.1  I 

NOT  AVAILABLE  I 

0 

T 
« 

16 

I  4 

I  1 

I       102  I 

123 

0.0 

I 

13.0 

I  3.3 

I  0.8 

I     82.9  I 

0.2 

0.0 

I 

0.0 

I  0.1 

I  0.0 

I     11.5  I 

0.0 

1 

0.0 

I  0.0 

I  0.0 

I      0.2  I 

I 

COLUMN 

3 

41556 

7942 

2726 

886 

53113 

TOTAL 

0.0 

78.2 

15.0 

5.1 

1.7 

100.0 
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STATE  AND  PRIVATE  GUARANTEE  AGENCY  DEFAULTED  BORROWERS 

BY  ACADEMIC  PROGRAM  BY  SEX 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


SEX 


MALE 


FtMALE 


NOT 
AVAIL. 


1. 


PROGRAM 

1. 

I  23^95 

I  11320 

I  290 

COLL.  & 

UNIV. 

I  67.4 

I  31.6 

I  0.8 

I  69.5 

I  62.6 

I  55.9 

I  4S.2 

I  21.3 

I  0.5 

2. 

I  5315 

I  2790 

I  70 

JR  COLL 

i  INST. 

I  67.0 

I  32.2 

I  0.8 

I  16.8 

I  15.4 

I  13.5 

I  10.9 

I  5.3 

I  0.1 

3. 

I  4234 

I  3702 

I  51 

SPEC.  & 

voc. 

I  53.0 

I  46.4 

I  0.6 

I  12.3 

I  20.5 

I  9.6 

I  e.o 

I  7.0 

I  0.1 

NOT  AVAILABLE 

I  478 

I  260 

I  108 

I  56.5 

I  30.7 

I  12.6 

I  1.4 

I  1.4 

I  20.8 

* 

I  0.9 

I  0.5 

I  '  0.2 

COLUMN 

34522 

18072 

519 

TOTAL 

65.0 

34.0 

1.0 

3.1 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 


WOW 
TOTAL 


35605 
67.0 


8675 
16.3 


7987 
15.0 


646 
1.6 


53113 
100.0 


CO 

oi 

I 

o 


o 

M 
H 

W  M 
Q  g 

u 

O 


_J 

o  H 

a:  o 


> 

-J 
»-  m 
o  < 

2  U 


X 


CO 


o 

UJ 

< 


UJ 

o 
z 


rvj 


o 


in 

o 

in 

1,^ 

o 

• 

On 

to 

U  1 

in 

00 

n 

HH  ►•■M  ►'H 

1  in 

OJ  r-4  1 

(\J 

(V) 

f  VJ  1 

w  >^ 

1  c^ 

• 

•     •  1 

9  1 

1  ^ 

1  in 

N  f-H  1 

I'H 

(Vi 

WW* 

^0  1 

»-i 

»-H  »-< 

1 

OJ  vD  i 

w 

•f 

U  1 

• 

•     •  1 

or 

9  1 

yj 

* 

i  o 

(Vj  1 

1 

S*. 

1 

in  1 

1 

rvj 

1  wf) 

m 

Oj 

ro 

O  1 

fc*  * 

O  r-H 

t\I 

1  r-H 

• 

0  1 

1^ 

1  O 

rn  rjN  i 

O 

t\J 

r\j  1 

vTi 

f*^ 
t  J 

1  in 

^X)  1 

r-4 

OJ  OJ 

1— ( 

l-H  ►-^ 

* 

>^ 

1  O 

CO 

CO  00  1 

f\l  1 

OsJ  r-< 

1  0^ 

• 

•    •  1 

CVJ 

« 

•  1 

•  ♦ 

1  in 

o 

00  n  1 

o 

o 

1 

CO  r) 

o 

1  GO 

CO 

soin  1 

CO 

/-H  1 

in 

\  OJ 

l-M 

H-l  HH  »H 

*^ 

1  OJ 

o 

o  1 

o 

o 

O 

O  1 

»^ 

o 

• 

*  •  1 

• 

•  1 

•  # 

o 

O  1 

o 

o 

O  1 

o 

so  1 

^  • 

00 


CO  o 

o 
n  o 

I/) 


K 

H  uu  o 
z  a.  a  Q. 

o  *  -J  K 

u  o  o  o 


h^i 


CO  00  OJ  ru 
o  •  •  • 

'-H  OJ  (VJ  o 


CO 


00  ^ 
•  •  • 

tn  o 


n  to  4- 
«  •  « 

n  OJ  o 

(VJ 


^  ^        ^  ^ 


c^  •  •  • 

4*  CO  r-M  O 

in 


^'s  V^i  ^ 


o  o  o  o 

•    u  • 

o  o  o 


00 
00 


>0  •-^ 
OJ  • 

LP 

OJ 


OJ  o 

a-  in 


xi:  OJ 
in  • 

in  00 


ro  o 


f-1  h-l 


►"1  .-t 
I 


f  « 

0.J 

• 

en 

> 

z 

z 

o 

D 

> 

• 

o 

-J 

o 

-J 

UJ 

O 

a: 

a 

u 

-J  O 
O  I- 

u 


B-XO 


PRir 


»  < 

o 

q:  o 


CO  «^ 


CO  n 
r»  • 


4>  o« 


in 

in  • 


(V  • 


0^  <v 


in 


ERIC 


H 


W 


CO 


O 

w 


M 


4- 


n 


u. 


rvj 

0^ 


>- 
u. 


0^ 


o 


cc 


u. 


u. 


CX) 


• 


in 


4" 


0  CJ  O 

z  a  Q.  a 

O  3  ^  H- 

u  o  o  o 

01  U  H- 


9 


0^  cvi  n  o 
•  •  • 

o  n  o 
n 


Oj  rvi 
o  «  •  • 

(\j  IT  O 


OC  (Vi  ^  i-H 
LD    •    •  • 

in  vt  0^  ^ 


(\j  ro  4" 
IT.  •  •  • 
r-  o 


»-i  i-i  vO  ir> 

On    •    •  • 

o  oc  ^ 


^  <vj  4  a* 
rn  •  •  • 

o  \0  00  ^ 


LO  O  OJ  30 

ro  «  •  • 

4  ^  in  o 


in  in  o  LO 
in  •  •  • 

OJ  ^  4  o 


GO  1-4  ^  O 
•    •  • 

o  o 

04 


O  4  4 

1-4  • 

(V  ^  o 


o  ^  ^  ^ 
(\j  •  •  • 

GO  OJ  »H  n 
^  n 


rg 

^  •  •  • 

(Vj  CM  <^  ^ 
CO  (\j  CO 


f<.  ^  fO  (7% 

^  •    •  • 

in  00  4- 

OJ  ^  OJ 


o    n  >o 

00  •  •  • 

^  ^  00  o 

n  OJ  OJ 


OJ  o  o  vC 
•   •  • 

GO  CO  OJ  n 

^  p-4  OJ 


^  OJ 
•  •  • 

GO  OO  OJ 


O  00 

o  ^ 


o 
o 


in  o  OJ 
Oj  •  •  • 

O  O 


^in  00 

00    •    ^  • 

4-  ^in  OJ 

^  ^  OJ 


LO  ^  00 

\0  •   •  • 

in  a  4  4- 

Oj  ^  Oj 


O  O  4  vC 

OJ  •    •  • 

4  coo  ^ 

OJ  ^  OJ 


o 

n  OJ  (vj 


n 

so 


CC  ino* 
•  •  • 

o  in  n 
(VJ  ^oj 


^  r--  GC 
•  •  • 

4  O  OJ  (VJ 
^  ^  OJ 


n 


O  o 

•  •  • 

O  #-4  O 


Ch  tu 
CJN  •  •  • 

0  4-0 


^  sO 
^  •  •  • 

OS  00  iO 


in  >o  j>  ^ 
n  •  •  • 

c^  00  oo  CO 


N  o*  ^  n 
in  •  •  • 

sO  CO 


^  o  in  in 
o  •  •  • 

<j.  rn  0^  <f 

(VJ  OJ 


OJ  in  «* 
^  •  •  • 

N  n 

^  ^  OJ 


o  ^  o^ 
OJ  •  •  • 

in  4  ^  OJ 

^  ^  <Vj 


OJ 


O  4*  O 
•   •  • 

Of^  o 


o  >o  ^ 
in  •  •  • 

o  c 


OS  o  4* 
o   •  • 

sO  OS  O 


^  in  ^ 

f-H     •     •  • 

^  ^  O  Oi 


n  ^  ^  c^ 
OJ  •  <  • 

o  in  r-i  ^ 


sc  o  in 
^  •  •  • 

4  ^  ^  <Vi 
^  OJ  ^ 


OJ  4"  ^ 
>o  •  •  • 

n  o  ^  i\j 

(Vj  ^ 


OJ  4*  sO  OJ 

h«  •  •  • 

00  OJ 


1^  o 
or) 


o 


n  o  o 
n  •  • 

^  IT)  o 


sO  0>  OJ  ^ 
o   •   •  • 

n  oo  in  o 


^  ^  ^C  ^ 
00    •   •  • 

in  1^  irt  <^ 


in  0^  OJ 
4*  n  in 


O  (V  00  ^ 

«  •  • 

in    4*  ^ 


sO  00  0^  4* 
4   •  •  • 
N  ^  00  ^ 
(V 


4  c  X'  ro 

00    •   •  • 

^  o  o  ^ 

OJ#H 


o  o  o 

•    •  « 

o  o  o 


^•4  ^ 


Oj  WD  4  •-^ 

^     #    «i  e 

sO  vTJ  O 


o  fvi 

r>  •  *  • 

^  O  (Vl  O 
OJ 


o  OJ  f*-  r> 

GO    *    *  ^ 

^  CO  o- 
OJ 


>o  OJ  n  OJ 

««H       •       •  A 

^  CO  ^  o 


00  ^  ^ 
sC    •    •  • 

o  o  o 


OJ  so  in  '-H 
1^  •  •  • 

sC  O  O 


O    4  C 

^      •      ft  « 

0>  o 


< 
> 


a. 

l»  l-l 


• 

• 

• 

• 

OJ 

in  o 

o 

o 

O 

o 

o 

o 

o 

.  c 

o 

o 

o 

in 

o 

o 

o 

M 

«H 

in 

s£) 

ON 

o 

o 

o 

O 

O 

o 

»- 

o 

w 

n 

o 

a: 

1 

O 

o 

o 

o 

o 

o 

o 

> 

o 

a» 

o 

B-ll 


O  K 

QL  O 


n  • 

as  fs* 


o  • 

in 

4  OJ 


00  CO 
n  • 

4"  in 


(Vi  • 


in  • 


^4 

n 


n  • 


^  • 

o  o 


M 
Q 


H 
CO 


o  u 

M 
O  O 

2:  2 

W  H 

u 

H 


3 


C3  H 


ERIC 


< 

> 

-J 

O  < 
Z  «^ 


in 


UJ 


X 
36 

z 
r  < 

(/)  u 

z  a 

<l  UJ 

a.  21 
to  < 


4 


<i  u  n 

lO  UJ 

a  < 
o 


z 

c  z 
u  < 

a  a 
oJ  z 
2.  ^ 

< 

z 
< 

u  o 
q:  o 

LU  Ui 

z 


OJ 


K  1 

u 

a 

u 

1  • 

z 

a. 

a. 

a 

O  • 

D 

1  ^ 

O 

^ 

^ 

1  »-H 

u 

o 

o 

O  1 

1  < 

q: 

o 

AV 

o  TO  in 
\o  •  •  • 

sC  vC  ^  ' 


(js  o  in 
4  •  •  • 

00     in  n 


c  n  o 

9-H     •     •  • 

O  00  o 


O  CO  ^  c 

9-H     •     •  t 

O  00  o 


>t  nC  O  O 
(Nj    •    •  • 

o  4  o 


LO  0^  O  >6 
h»    •    •  • 

r>  4  o  rvi 
»-H  ro 


^  »-M  o 
•  •  • 

o  ^  o 


4  >r 
t«o  •  •  • 

CV  CC  (\J 


»H  in  CO  »H 

4    •   •  • 

o  in  n  in 
00  in  (vj  ^ 


in  (M  ^ 
o  o 


in  4  f**  r-l 

in  •  •  • 

0  4^0 

4- 


n  N  CO  in 

4   •   •  • 

(\J  f-H  o  o 


o  ^  in 
CVj  •  •  • 

o  r*"  in 


»H  o  in 

tiO  •  •  • 

4  ro  4  in 

GO  ^  (M 


^  (VJ  >0  o 


O  OJ  o 
OJ 


4      >D  »-H 

ro  •  •  • 

o  o 

OJ 


<f  4*  r> 

GO    •    •  • 

f-H         O  O 


in     ^  ^ 
•  •  • 

in  in  »H 


h-  o  o  n 
o  •  •  • 

.0  n  OJ  4 

N  h»  (VI 


4      ^  O 

o  in  o 


Oj  «-H  00  o 

f-H     •     •  • 

o  o 


4- 


4-  ^ 
•  • 

(VJ  o 


in  in  ^  >c 

o    •    •  • 

n  4  N  o 


4  cvj  ro  0^ 

CO    •    •  • 

(\j  CO  in 
in 


4  ^  ro  o 
o  4  o 


CO  i-i  in  o 
•  •  • 
o  >o  o 


^  ^ 

4   •   •  * 

o  O 


o  4  ro 
ro  •  •  • 

^  ro  o 


o  ^  ^  ro 
•  •  • 

GO  in 

OJ  GO 


CVJ  #«H  OJ 


O  OJ  O 


4  ^  ro  o 

O  CO  o 


CM  ^  o 

CM   •   •  • 

O  CO  o 


>  o 
ro  •  •  • 

in  o 


00  ^  in  o 

i-4     •      •  • 

m  ^  •-^ 

CD 


o  o  o  o 
o  o  o 


o  o  o  o 

•    •  • 

o  o  o 


ro  in  in  o 
•  •  • 

o  o  o 


a>  in 

CO 


in  • 

u^i  in 
4-  sO 
ro 


ro  OJ 
o 


ro  OJ 
OJ  • 


in 


9 


H 


8^ 


in  in  4 

1  ro  o  i-4  o 

1  in  in  >c  o 

1  in  4  '-^ 

1  4  ^  4* 

1  00  OJ  o 

1  in  00 

in  •  •  • 

1  ^  •  •  • 

•  ro  •  •  • 

1  o  •  •  • 

1  ^  •  •  • 

1  ^«  '  •    •  • 

1  OJ  • 

00  ro  in 

1  ^. 

1  ^  o  in  4 

1  »H  sC  GO  CM 

•  4*  C*^  CO  O 

1      OJ  o  o 

•  Nin 

4  CO  n 

1  n  OJ  OJ 

1  CM  CM  1^ 

1  #H 

1  ^ 

1  COOJ 

1  ^ 

GO       'X)  c 

1  in  o  in  o 

1  4  o  oo  o 

1  n  o  i-i  o 

1  CM  ^  4  O 

1  CM  ro  4  o 

1  f-1 

•    •  • 

1      •  •  • 

1         •    •  • 

1      •  •  • 

1        •   •  • 

1       •  •  • 

1  OJ  • 

O  3^  o 

1       O  00  o 

1      o  ^  o 

1         O  O 

1       O  N  O 

1     o  o 

1  o 

CM 

1  ^ 

1  ^ 

1  ^ 

1 

1 

1 

1 

1 

1 

• 

• 

• 

• 

• 

2  -J 

OJ 

ro 

in  o 

X  <x 

o 

o 

o 

o 

o 

o 

o 

U  O 

o 

o 

o 

m 

o 

O  H- 

o 

o 

OJ 

in 

U 

o 

o 

o 

o 

O 

o  . 

o 

CO 

o 

1 

o 

o 

o 

o 

UI 

o 

O 

o 

> 

o 

fO 

0^ 

o 

tl4  H 


.  B-12 


STATE  AND  PRIVATE  GUARANTEE  AGENCY  DEFAULTED  BORROWERS 
BY  ADJUSTED  FAMILY  INCOME  BY  SEX 


ADJUSTED 


COUNT 
ROW  PCT 
COL  PCT 
TOT  PCT 


NOT 


0. 

AVAIL. 


0  -  3000 


1. 


3001  TO  6000 


2. 


6001  TO  9000 


3. 


9001  TO  12000 


4. 


12001  TO  15000 


6. 


ERIC 


OVLR  15000 


COLUMN 
TOTAL 


SEX 


iMALt 

FEMALE 

NOT 

ROW 

AVAIL  . 

TOTAL 

I  1. 

I  2.1 

[  3.1 

I  2078 

[     1523  ] 

337  ] 

3938 

I     52.8  1 

[     38.7  ] 

8.6  I 

7.4 

I       6*0  ] 

[       8.4  ] 

64.9  I 

I       3.9  ] 

[       2.9  1 

0.6  I 

I     9273  ] 

5160  ] 

68  I 

1450 1 

I     63.9  1 

[     35.6  I 

0.5  I 

27.3 

I     26.9  J 
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CHAPTER  I 
INTRODUCTION  AND  GSLP  DATA  ANALYSIS 

1.  INTRODUCTION 

Volumes  I ,  II ,  III ,  and  IV  of  the  GSLP  Loan  Estimation 
Model  present  the  historical  and  legislative  background  of 
the  Guaranteed  Student  Loan  Program,  an  analysis  of  the  data 
base  used  to  develop  the  GSLP  Loan  Estlmitlon  Model,  and 
a  discussion  of  the  development  and  operation  of  the  Model. 

Volume  I  provides  a  brief  description  of  the  legislative 
authority  for  the  Guaranteed  Student  Loan  Program  and  of  its 
operational  processes.    It  gives  summary  tables  showing  the 
growth  of  the  GSLP  disbursements  since  FY  1968.    It  also  gives 
summary  tables  showing  the  distribution  and  trends  of  loans 
by  characteristics  of  lenders  and  educational  institutions. 

Volume  II  contains  summary  statistics  and  cross 'tabulations 
of  loan,  borrower,  lender,  and  educational  institution  character- 
istics of  GSLP  loans.    From  these  comparisons  it  is  possible  to 
determine  Guaranteed  Loan  participation  by  age,  sex,  race, 
gross  and  adjusted  family  Income,  and  type  of  educational 
institution  attended.    Included  are  statistics  on  number  of  loans 
and  loan  amounts  per  borrower  by  each  of  these  variables. 

Volume  III  provides  an  analysis  of  borrower,  lender,  and 
educational  institution  characteristics  of  default  claims  under 
both  the  FISLP  and  the  State  and  private  nonprofit  guarantee 
agency  programs. 


Volume  IV.  presented  here,  gives  both  a  general  and 
a  technical  mathematical  discussion  cf  the  GSLP  Loan  Flow 
and  Simplex  Models,  showing  how  they  were  constructed, 
what  they  analyze,  what  their  assumptions  and  limitations 
are.  and  how  they  can  be  used. 

GSLP  Loan  Estimation  Model  consists  of  two  separate 
models,  GSLP  Loan  Flow  Model  and  GSLP  Simplex  Model. 
GSLP  Loan  Flow  Model  was  developed  to  estimate  the  loan 
amounts  in  various  loan  statuses,  through  which  the  GSLP 
liabilities  can  be  estimated. 

GSLP  Simplex  Model  was  developed  to  provide  a  stream- 
lined method  for  computing  cumulative  default  claim 
payments  by  fiscal  year. 

The  first  phase  in  the  development  of  the  GSLP  Loan 
Estimation  Model  was  an  analysis  of  the  available  data. 
This  is  discussed  in  the  second  section  oi.  Chapter  I. 
Analysis  of  the  data  was  divided  into  three  parts.  First, 
the  various  date  sources  available  from  the  U.S.  Office 
of  Education  were  analyzed  to  determine  their  potential 


usefulness  to  *.'ae  GSLP  Loan  Estimation  Model.    It  wa."? 
then  determined  what  data  elements  from  each  source 
would  be  used  by  the  GSLP  Loan  Estimation  Model.  Finally, 
a  regression  analysis  was  run  to  determine  which  of 
these  elements  were  the  most  significant  variables  that 
influence  estimated  default  claim  payments. 

Chapter  II  is  a  general  discussion  of  the  GSLP  Loan 
Flow  Model  for  readers  who  are  not  interested  in  mathe- 
matical details.    It  begins  by  stating  the  problem  of 
estimating  the  budget  for  the  GSLP.    It  then  describes 
in  general  terms  what  a  mathematical  model  is  and  how  it 
can  be  used  to  estimate  future  liabilities.    A  general 
discussion  follows  of  how  the  GSLP  Loan  Flow  Model  was 
constructed,  what  it  analyzes,  what  its  assumptions 
and  limitations  are,  and  what  it  can  be  used  for.  It 
concludes  by  giving  examples  of  how  information  from  the 
GSLP  Loan  Flow  Model  can  be  used  to  estimate  the  Federal 
liability  for  all  claims,  including  default  claims, 
interest  benefits,  and  special  allowance  payments  for 
any  year  or  quarter. 

Chapter  III  is  a  technical  discussion  of  the  GSLP 
Loan  Flow  Model.    It  presents  the  set  of  20  coupled 
integral  and  differential  equations  which  simulate  the 


loan  dollar  flow  between  the  various  loan  status  blocks 
in  the  loan  flow  network.    The  continuity  and  linearity 
of  the  equations  are  discussed. 

Chapter  IV  is  a  mathematical  discission  of  the 
numerical  solutions  of  the  20  equations  presented  in 
Chapter  III.    Because  these  equations  have  no  simple 
analytic  solution  and  because  some  of  them  contain  time- 
delay  parameters,  a  method  of  discrete  time  approximation 
is  used  to  solve  the  equations.    Equations  (I)  through 
(10)  are  expressed  in  discrete  time  approximation  form» 
where  the  time  interval  used  is  one  quarter  of  a  fiscal 
year.    It  is  then  shown  how  the  unknown  constant  para- 
meters for  these  equations  can  be  estimated  from  the 
available  observed  data,  and  how  the  time-delay  parame- 
ters were  estimated. 

Chapter  V  provides  a  description  of  the  Simplex 
Model.    This  model  was  developed  to  provide  a  streamlined 
method  for  computing  cumulative  default  claim  payments 
by  fiscal  year.    A  general  discussion  is  given  of  how 
the  Simplex  Model  was  constructed,  how  it  works,  and  how 
it  can  be  used.    This  is  followed  by  a  technical  mathe- 
matical discussion  of  how  the  theoretical  maturation  and 
default  curves  and  equations  were  derived,  and  how  the 
computer  was  programmed  to  fit  these  curves  and  equations 
to  the  observed  data. 


Chapter  VI  discusses  the  reliability  and  adaptability 
of  the  GSLP  Loan  Estimation  Model.    The  problem  of  making 
long-range  estimates,  and  the  reliability  of  both  long-range 
and  short-range  estimates  are  discussed.    The  chapter  concludes 
with  a  discussion  of  how  the  GSLP  Loan  Estimation  Model  can  be 
updated  as  new  data  become   available,  or  modified  as  legislative 
changes  occur.    By  these  means  the  reliability  of  the  GSLP 
Loan  Estimation  Model  can  be  maintained  and  improved. 

Appendix  A  provides  an  example  of  the  tables  which 
are  the  results  of  the  numerical  solutions  of  equations 
(24)  through  (33)  as  worked  out  by  the  computer.  Direc- 
tions are  provided  on  how  these  tables  are  to  be  read^ 
and  how  they  can  be  used  to  estimate  Federal  liabilities 
for  default  claims,  interest  benefit,  and  special  allow- 
ance payments  for  any  quarter.    A  specific  example  is 
worked  out  in  full  for  each  of  these  three  types  of 
liability. 

2 .    GSLP  DATA  ANALYSIS 

Data  analysis  was  divided  into  three  parts.  First, 
the  various  data  sources  available  from  the  U.S.  Office 
of  Education  (OE)  were  analyzed  to  determine  their  poten- 
tial usefulness  to  the  GSLP  Loan  Estimation  Model.  A 
data  base  was  then  developed  by  determining  which  data 
elements  from  each  source  would  be  used  by  the  GSLP  model. 
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Finally,  a  regression  analysis  was  run  to  determine  which 
of  these  elements  were  the  most  significant  variables 
that  influence  estimated  default   claim  payments. 

A .      Analysis  of  Data  Sources 

To  support  management  of  the  Guaranteed  Student  Loan 
Program  (GSLP) .  the  U.S.  Office  of  Education  has  created 
a  computerized  system  known  as  the  Guaranteed  Student 
Loan  System  (GSLS-II) .    This  system  processes,  incoming 
borrower  and  loan  data  and  generates  GSLP  management  and 
administrative  reports.    The  Division  of  Automatic  Data 
Processing  (OE/DADP)  has  been  responsible  for  providing  data 
processing  support  and  ccher  activities  related  to  the 
Guaranteed  Student  Loan  Program.    The  administrative 
responsibilities  of  this  program  are  handled  by  the 
Office  of  Guaranteed  Student  Loans  (OGSL) ,  Division  of 
Management . 

The  Office  of  Guaranteed  Student  Loans  receives 
various  documents  related  to  the  Guaranteed  Student  Loan 
Program  from  lenders,  educational  institutions,  and 
guarantee  agencies.    These  documents  are  counted,  coded, 
edited^ validated,  and  the  data  are  stored  in  various 
GSLS-II  master  files.    An  initial  study  indicated  that 
the  following  GSLS-II  master  files  are  pertinent  to  the 


GSLP  Loan  Estimation  Model: 

Loan  Control  Master  File 
Inactive  Loan  Control  Master  File 
Claims  and  Collection  File 
Pay  History  Master  File 
Lender  File 
School  File 

Accrediting  and  Institutional  Eligibility  Staff 
File  (AIES)  (from  Higher  Education  Information 
System) 

A  study  was  made  of  the  processing  and  updating 
methods  and  procedures  for  each  of  these  GSLS-II  master 
files.    Preliminary  analysis  of  these  files  indicated  that 
the  Pay  History  Master  File  was  not  updated  regularly 
due  to  the  delay  in  the  conversion  and  modification  of 
the  programming  system.    This  file  was  therefore  consi- 
dered to  be  incomplete  for  the  purposes  of  the  GSLP  Loan 
Estimation  Model  and  was  not  used  in  the  development  and 
operation  of  the  model. 

The  study  also  showed  that  although  the  Accrediting 
and  Institutional  Eligibility  Staff  (AIES)  File  provided 
comprehensive  data  on  schools,  it  contained  out-of-date 
information  on  schools  of  interest  to  the  GSLP.    With  the 
cooperation  of  the  AIES  staff  and  the  Reports  and  Data 
Analysis  Branch  of  Division  of  Insured  Loans  (now,  Management 
Information  Branch  of  the  Office  of  Guaranteed  Student  Loans-- 


OGSL) ,  the  AIES  file  has  been  substantially  updated. 
However,  as  of  December  1973,  the  data  on  schools 
participating  in  the  GSLP  had  not  been  updated  in  all 
cases.    In  spite  of  this,  AIES  File  has  been  regarded  as 
complete  enough  to  be  used  in  the  development  and  operation 
of  the  GSLP  model. 

The  study  also  showed  that  the  lender  data  in  the 
Loan  Control  Master  File  (LCMF)  was  of  little  use  to  the 
GSLP  model.    This  is  because  only  the  identification 
code  of  the  current  lender  is  retained  in  the  LCMF.  Thus, 
if  the  original  lender  sells  his  GSLP  loans  to  another 
lender,  the  identification  code  of  the  original  lender 
in  the  LCMF  is  replaced  by  the  identification  code  of 
the  lender  who  has  purchased  the  loans.    Only  the 
originating  lender  would  be  of  interest  to  the  GSLP  Loan 
Estimation  Model,  since  he  was  the  one  who  went  though 
the  process  of  evaluating  and  making  the  loan.  Later 
purchasers  of  the  GSLP  loans  are  of  no  interest  since 
the  loans  usually  are  bought  in  blocks  as  investments 
and  the  purchasers  have  no  knowledge  of  or  interest  in  the 

individual  loans.    For  these  reasons  then,  the  identifi- 
cation code  of  the  current  note  holder  in  the  LCMF  is 
of  no  use  to  the  GSLP  Loan  Estimation  Model.    The  identity  of 
the  original  lender  can  only  be  determined  by  a  manual  search 
of  the  original  application  forms. 
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B ,      Selection  Of  Data  Base 

The  folloviasg.coiupjLiterized  GSLS-II  files  were  used 
a  data  bai>e  for  the  analysis : 

L .      Loan  Control  Master  File 

This  file  contains  student  borrower  chara- 
cteristics and  provides  details  on  GSLP  student 

loans . 

As  of  March  31,  1973,  this  file  contained 
data  on  approximately  3  million  student  be .rowers, 
and  approximately  5  million  student  loans. 

The  data  elements  extracted  from  this 
file  for  analysis  are  simnnarized  below: 

For  each  student  borrower 

Social  Security  Number 

Birthdate  (converted  to  age) 

.    Anticipated  Graduation  Year  and 
Month 

.    Academic  Year 

Sex 

Race 

.    Marital  Status 
.    Number  of  Loans 

Student  State 
.    Student  Name 


For  each  loan 


2. 


Status  of  Loan 
Adjusted  Family  Income 
Gross  Family  Income 
Interest  Eligibility 
Other  Financial  Aid 
Lender  Code 
School  Code 
Guarantee  Agency 

Amount  Committed  for  Federallv 
Insured  Student  Loans  ^ 

V     Batch  No.  of  1154  -  Loan 
Commitment 

.      Batch  No.  of  Disbursement 
Amount  of  Loan 
Interest  Rate 

.     Date  of  Loan  Status  Change 
Claims  and  Collept-ton  File 


As  of  March  31.  1973,  this  file  contained 
data  on  136,000  claims  paid  by  the  U.S.  Office 
of  Education.    The  data  elements  extracted  from 
this  file  for  the  analysis  were: 

•  Kt)'"'  foy™'"' 
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Date  of  Default  (Conv3rted  to  Date 
of  Latest  Loan  Status  Change) 

Type  of  Default  (Converted  to  Status 
of  Loan) 

3.  Inactive  Loan  Control  Master  File 

As  of  March  31,  1973,  this  file  contained 
data  on  approximately  150,000  loans  which  have 
had  no  activity  during  the  past  24  months.  The 
loans  which  were  paid  in  full  or  in  repayment 
status  are  generally  recorded  in  this  file. 

Data  elements  similar  to  those  in  the  Loan 
Control  Master  File  were  extracted  from  this 
file. 

4.  Lender  File 

As  of  March  31,  1973,  this  file  contained 
data  on  approximately  19,000  lenders.  The 
following  pertinent  information  was  extracted 
from  this  file  for  the  analysis: 

Lender  Type 
Congressional  District 
Legal  State 
Zip  Code 


5.      School  File 


This  file  contains  the  basic  data  on  the 
school  participating  In  the  6SLP: 

School  Type 

Congressional  District 
Legal  State 
Zip  Code 

6.      Accreditation  and  Institutional 
Eligibility  Staff  File  (AXES) 

This  file  contains  data  on  over  19,000 
educational  institutions,  including  8,000 
eligible  post -secondary  institutions  partici- 
pating under  the  Guaranteed  Student  Loan 
Program.    The  data  items  extracted  from  this 
file  and  pertinent  to  this  analysis  were: 

For  each  school  — 

Standard  Metropolitan  Statistical 
Area 

»    OE  Region 

Campus  I.D.  Code  -  indicates 
whether  or  not  the  institution 
is  a  part  of  either  a  main 
or  a  branch  campus. 
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.  Universe  Code  -  indicates  whether 
it  is  a  Junior  College,  Univer- 
sity, etc. 

.  Enrollment  Code  -  indicates  the 
size  of  student  body  enrolled 
in  the  institution 

.  Race  Code  -  indicates  the  pre- 
dominant race  of  the  student 
body 

.    Institutional  Type  Code  -  indicates 
the  type  of  institution 

.    Control  Code  -  indicates  the  con- 
trol of  the  institution,  e.g. 
public,  private,  proprietary 

.    Program  Type  Code  -  indicates  the 
type  of  educational  program 
offered  by  the  institution,  e.g. 
colleges  and  universities, 
specialized  and  vocational,  etc. 

.  Zip  Code 

.  State  (Legal) 

.  County/ Country  Code 

.  Accrediting  Agency  Code- 

The  data  elements  extracted  from  each  of 
these  files  were  processed  and  one  percent  sample  data 
base  was  generated  to  perform  the  regression  analysis. 
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C.      Regression  Analysis 


From  this  data  base  the  following  seventeen  variables 
were  selected  for  a  regression  analysis: 
For  each  student  borrower 
.  Sex 
Race 
.  Age 

.    Marital  status 

Gross  family  income 

Adjusted  family  income 
.    Academic  year  at  time  of  loan  disbursement 
.    Anticipated  year  of  graduation 

Number  of  loans,  cumulatively 

For  each  loan 
Loan  amount 
Lender  type 

Guarantee  agency  guaranteeing  the  loan 
.    Loan  (fiscal)  year  in  which  loan  was  disbursed 

for  each  school  attended  by  student  borrowers 

Type  of  academic  program 
.    Type  of  ownership 
.    Accrediting  agency 
.    0£  Region 
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A  regression  analysis  was  then  run  to  determine  which 
of  the  above  17  variables  were  the  most  significant  factors 
influencing  default  claim  behavior.    The  analysis  was  r\m 
on  a  one  percent  sample  of  FISLF  loans  as  of  March  31,  1973. 
At  that  time  there  was  data  on  approximately  5,134,500  GSLP 
loans.    Twenty  percent  of  this  loan  data  was  selected  at 
random  and  was  further  categorized  into  the  following  strata: 
by  guarantee  agency 

-  Federally  insured 

-  State  and  private  guarantee  agencies 

by  Fiscal  Year  in  which  loan  was  disbursed 

-  1968 

-  1969 

-  1970 

-  1971 

-  1972 

Fiscal  Years  1967  and  1973  data  were  eliminated 

because  of  their  partial  nature. 
A  five  percent  sample  was  then  taken  from  each  of  these 
stratified  data  groups  for  FISLP  loans.       The  loans  in  all 
the  samples  taken  together  constituted  a  one  percent  sample 
of  the  total  FISLP  loan  data.    The  regression  analysis  was  then 
run  on  this  one. percent  stratified  sample. 
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The  results  of  the  regression  analysis  showed  that  the 
17  variables  related  to  borrower,  school,  and  lender  were 
ranked  as  follows  in  order  of  importance: 

1.  Accrediting  agency  of  school  attended  by  student 
borrower . 

2.  Type  of  academic  program  offered  by  the  school. 

3.  Ownership  of  the  school. 

4.  OE  Region  of  the  school. 

5.  Gross  income  of  borrower's  family. 

6.  Age  of  the  borrower. 

7.  Adjusted  income  of  borrower's  family. 

8.  Race  of  the  borrower. 

9.  Guarantee  agency  guaranteeing  the  loan. 

10.  Marital  status  of  the  borrower. 

11.  Lender  type. 

12.  Academic  year  of  borrower  at  time  of  loan  disbursement. 

13.  Sex  of  the  borrower. 

14.  Loan  amount. 

15.  Loan  (fiscal)  year  in  which  loan  was  disbursed. 

16.  Anticipated  year  of  graduation. 

17.  Number  of  loans,  cumulatively,  for  an  individual 
borrower . 
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Thus  the  four  most  significant  variables  influencing 
default  claim  behavior  are  related  to  the  school  and 
consist  of: 

1.  Accrediting  agency; 

2.  Type  of  academic  program; 

3.  Type  of  ownership; 

4.  OE  Region. 

Within  the  first  three  of  these  categories  the 
following  major  types  were  found: 

Accrediting  Agency 

National  Association  of  Trade  and  Technical 
Schools  (NATTS) 

Association  of  Independent  Colleges  and 
Schools  (AICS) 

National  Home  Study  Council  (NHSC) 
Cosmetology  Accrediting  Commission  (CAC) 
Other  Accrediting  Agencies  (Other) 

Academic  Program 

Colleges  and  Universities 

Junior  Colleges  and  Institutes 

Specialized  and  Vocational  Schools 

Unknown  Program  Type  (Academic  Program  of 
School  when  not  available  through  the  AIES  File) . 
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School  Ownership 

Public 

Private 

Proprietary 

Unknown  Ownership  (Ownership  of  School  when 
not  available  through  the  AIES  File) . 

These  three  categories  and  their  subdivisions  can  be 
combined  to  produce  25  possible  school  types.  These 
possible  combinations  are  presented  in  Exhibits  I-l, 
1-2,  1-3,  and  1-4,  found  at  the  end  of  this  chapter. 
Four  of  these  possible  combinations  had  a  negligible 
loan  amount  and  were  therefore  ignored.    These  were 
public  specialized  and  vocational  schools  accredited  by 
NATTS  and  by  CAC,  private  schools  of  unknown  academic 
program,  and  proprietary  schools  of  unknown  academic 
program.    These  are  indicated  with  dotted  lines  in 
Exhibits  I-l,  1-2,  and  1-3. 

Thus,  the  total  ntmiber  of  usable  combinations  was  21. 
The  OE  Region  in  which  the  school  is  located  ranked 
fourth  as  a  factor  influencing  default  claim  behavior. 
However,  this  was  not  included  in  formulating  the 
fundamental  classification  combinations  since  there  are 
ten  OE  Regiors  and  this  would  have  raised  the  number  of 
combinations  from  21  to  210.    This  would  have  been  more 
complicated  than  useful.    In  the  actual  operation  of  the 
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model  the  21  combinations  have  been  further  reduced  to 
10  by  folding  together  the  low  volume  combinations. 

Although  the  21  categories  are  the  most  important 
variables  affecting  default  claim  behavior,  they  cannot 
be  used  alone  to  predict  future  default  claim  behavior. 
There  are  also  time  variables  involved.    The  rate  at 
which  loans  mature  (i.e.  enter  repayment)  varies  for 
each  category  and  must  be  considered  when  making  estimates 
of  future  default  claim  payments.    There  are  also  time 
delay  factors  which  must  be  considered.    Finally,  all 
available  student  loan  data  belonging  to  each  category 
was  further  grouped  by  fiscal  year  in  which  a  loan  was 
disbursed. 

A  flow  network  model  was  developed  by  Systems  Group, 
Incorp.  to  simulate  the  loan  flow  process  through  the 
GSLP  system.    This  Loan  Flow  Model  includes  all  the 
relevant  time  variables  and  provides  constant  parameters 
which  can  be  computed  for  each  of  the  21  categories. 
This  flow  network  model  is  described  in  general  terms  in 
Chapter  II  and  in  technical  terms  in  Chapters  III  and  IV. 
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EXHIBIT  1-2 
PRIVATE  OWNERSHIP  SCHOOLS 


PRIYAtB 


COLLEGES  AND  UNIVERSITIES 


JUNIOR  COLLEGES  AND  INSTITUTES 


SPECIALISED  AND  VOCATIONAL 


NATTS 


AICS 


HBSC 


CAC 


OTHERS 
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EXHIBIT  1-3 
PROPRIETARY  OWNERSHIP  SCHOOLS 


PROPRIETARY 


COLLEGES  AND  UNIVERSITIES 


JUNIOR  COLLEGES  AND  INSTITUTES 


SPECIALISED  AMD  VOCATIONAL 


UNKNOWN  PROCRAM  TYPB 


NATTS 


AICS 


NHSC 


CAC 


OTHERS 
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EXHIBIT  1-4 
UNKNOWN  OWNERSHIP  SCHOOLS 


UNKNOWN 
OWNERSHIP 


UNKNOWN  PROGRAM  TYPE 


CHAPTER  II 

A  GENERAL  DISCUSSION  OF  THE  GSLP  LOAN  ESTIMATION  MODEL 


CHAPTER  II 

A  GENERAL  DISCUSSION  OF  THE  GSLP  LOAN  ESTIMATION  MODEL 
1.    THE  PROBLEM;    ESTIMATING  THE  BUDGET  FOR  THE  GSLP 

The  U.S.  Office  of  Education  operates  a  program  to  assist 
students  in  borrowing  money  to  pay  the  expenses  of  their 
education.    The  program  is  kno.m  as  the  Guaranteed  Student 
Loan  Program  (GSLP) .    Tn  the  course  of  operating  the  GSLP , 
the  Office  of  Education  incurs  certain  monetary  liabilities. 
Liabilities  for  the  GSLP  Student  Loan  Insurance  Fund  are 
much  higher  than  its  receipts.    In  order  for  the  Office  of 
Education  to  operate  the  program,  it  must  receive  annual 
appropriations  from  Congress.    The  Office  of  Education  can 
estimate  its  budget  by  subtracting  estimated  GSLP  receipts 
from  estimated  liabilities.    The  remaining  sum  will  ba  the 
appropriations  from  Congress  that  will  be  required  for  any 
fiscal  year.    But  in  order  to  estimate  its  needed  appropria- 
tions, the  Office  of  Education  must  be  able  to  estimate  both 
the  GSLP  liabilities  and  receipts.    To  do  this,  it  needs 
an  estimating  procedure. 

The  GSLP  liabilities  fall  into  three  basic  categories: 

.    Claims  Payments 

Interest  Benefit  Payments 
Special  Allowance  Payments 


Claims  Claims  can  be  made  for  default,  death,  bankruptcy, 
and  total  and  permanent  disability.  The  Office  of  Education 
is  liable  for  100%  of  all  such  claims  on  loans  insured  under 
FISLP.  It  Is  also  liable  for  807,  of  default  claims  on  loans 
guaranteed  by  State  and  nonprofit  private  agencies  when  such 
loans  have  been  reinsured  under  the  Federal  reinsurance  program. 

Interest  Benefits    The  Office  of  Education  is  liable  for 
interest  benefit  payments  up  to  7%  on  eligible  student  loans 
while  the  student  is  in  school,  during  the  maximum  12-month 
grace  period,  and  during  periods  of  authorized  deferment. 

Special  Allowance    When  the  Secretary  of  Health,  Education, 
and  Welfare  determines  that  economic  conditions  are  Impeding 
or  threatening  to  impede  the  fulfillment  of  purposes  of  the 
program  or  that  the  return  to  the  lender  is  less  than  equitable, 
special  allowance  payments  will  be  made  for  all  outstanding 
loans . 

In  the  course  of  the  operation  of  the  GSLP  the  Office  of 
Education  also  receives  a  certain  amount  of  income  from  the 
GSLP.    This  income  comes  from  two  basic  areas: 

Collections  from  previously  defaulted  loans, 

.    Insurance  Premiums. 
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Collection    Collection  of  principal  and  interest  on 
defaulted  loans  purchased  by  the  Office  of  Education  when 
the  borrower  resumes  repayments. 

Insurance  Premiimis    Collection  of  insurance  premiums. 
The  insurance  premiiim  is  calculated  at  the  rate  of  1/4  of 
1  percent  per  year  from  the  month  following  the  month  of 
disbursement  to  12  months  after  the  student's  anticipated 
date  of  graduation. 

There  have  been  several  difficulties  in  the  estimating 
procedure  used  in  the  past.    The  incorrect  estimation  of  th 
amounts  expoctod  to  be  paid  in  default  claims  for  Fiscal 
Years  1972  and  1973  could  be  attributed  to  the  relative 
newness  of  the  Guaranteed  Student  Loan  Program  and  the 
absence  of  up-to-date  knowledge  of  defaults  and  loans  in 
repayment.    Default  claims  on  Federally  insured  student 
loans  did  not  reach  the  Office  of  Education  in  substantial 
numbers  until  the  latter  part  of  FY  1970.    The  reinsurance 
phasG  of  the  program  did  not  begin  until  1969  and  was 
complicated  by  the  failure  of  agencies  to  file  immediately 
for  reinsurance  on  all  eligible  claims. 
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Furthermore,  there  is  a  time  lag  involved  in: 

.    Reporting  by  lender  of  conversions  of  loans 
to  repayment  status; 

.    Processing  of  claims  and  making  entries  into 
the  data  base. 

This  creates  incomplete  data  for  making  default  claim 
estimates  unless  these  time-lag  factors  are  identified 
and  entered  into  the  estimation  procedure. 

Clearly  a  more  accurate  procedure  was  needed-one  that 
takes  into  consideration  all  the  pertinent  variables  that 
can  affect  the  estimates  of  the  liabilities  and  receipts  of 
the  GSLP.    A  mathematical  model  offers  the  best  method  for 
making  these  estimates  because  it  can  relate  many  variables 
precisely.    A  general  survey  of  how  such  a  model  works  is 
given  in  the  following  section. 

2.     HOW  A  MATHEMATICAL  MODEL  WORKS 

i  mathematical  model  is  constructed  from  the 
statistical  analysis  of  observed  data.    From  the 
analysis  of   these  data,  patterns  of  behavior  can  be  identi- 
fied and  expressed  as  mathematical  equations.  These 
equations  represent  approximate  descriptions  of  the  patterns 
of  behavior.    Once  these  equations  have  been  constructed 
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they  can  be  used  to  extrapolate  and  to  make  estimates  for  the 
future/  if  one  assumes  that  the  patterns  of  behavior  will 
stay  the  same. 

For  example,  over  the  last  6  years  the  relevant  data 
for  the  GSLP  has  included  over  5,000,000  loans,  3,000,000 
student  borrowers,  19,500  lending  institutions,  and  8,200 
educational  institutions.    During  that  time  certain  student 
loan  behavior  patterns  have  developed.    This  enormous  amount 
of  available  data  can  be  cuialyzed  statistically  on  a 
computer,  and  Lhe  loan  behavior  patterns  can  be  identified. 
Although  they  are  quite  complex,  they  can  be  represented  in 
approximate  mathematical  equations.    All  the  intertelated 
mathematical  equations  represent  a  mathematical  model. 
The  mathematical  model  at  this  point  consists  of  a  series 
of  several  coupled  equations  with  different  constants 
and  parameters.    By  substituting  the  observed  data  from 
the  present  and  recent  past  into  these  equations,  the 
values  of  the  constants  and  parameters  can  be  determined. 
When  these  values  have  been  determined,  they  can  be  sub- 
stituted back  into  the  equations.    These  equations  can 
now  be  used  to  predict  future  loan  behavior  and  to  estimate 
loan  volumes  in  different  loan  statuses.    Once  these  are 
known,  future  fiscal  liabilities  can  be  estimated. 
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3.     THE  GSLP  LOAN  FLOW  MODEL 

The  GSLP  is  a  complex  program  for  which  there  is  an 
enormous  amount  of  data  available  in  the  GSLS~II  tape  files. 
In  order  to  be  able  to  analyze  this  data^  the  operation  of 
the  GSLP  must  be  viewed  schematically  so  that  the  data  can 
be  broken  down  into  categories  which  can  be  quantified. 
The  overall  process  of  the  GSLP  begins  when  a  student 
qualifies  for  a  loan  and  ends  when  the  student  either 
completes  repayment  or  defaults  on  the  full  or  partial  amount 
of  his  loan.    Between  these  events  the  student  borrower  can 
have  several  distinct  statuses.    Once  these  statuses  are 
identified,  the  total  loan  amount  for  each  status  at  any 
given  time  and  the  rate  of  flow  of  loan  amount  from  one  status 
to  another  can  be  determined.    The  GSLP  Loan  Flow  Model  gives 
the  mathematical  equations  by  which  these  ccin  be  determined. 
This  is  important  since  the  loan  amount  in  various  statuses 
at  any  given  time  and  the  rate  of  change  from  one  status 
to  another  determines  the  liability  of  the  Office  of 
Education  for  claims,  interest  benefits,  and  special 
allowances  at  that  time. 

A.      Flow  Network  of  the  Loan  Process 

The  progress  of  the  student  loan  borrowed  under  the 
GSLP  has  five  general  stages: 
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.       Loan  Acquisition 

•  Active  Student 

•  In  Grace 

•  In  Repayment  2md/or 

•  Collection 

These  stages  are  diagrammed  in  Exhibit  II-l,  following  this 
page.    Within  these  stages  there  are  various  statuses  that 
a  loan  can  have  and  various  routes  that  it  c€ui  take  from 
status  to  status. 

The  first  stage  includes  the  procedure  a  student 
must  follow  in  order  to  qualify  for  a  guaranteed  loan.  Once 
the  loan  commitment  is  made,  the  loan  amount  is  disbursed  in 
full  or  in  partner  no  portion  is  ever  disbursed.  Ordin€u:ily 
this  stage  continues  up  to  the  point  of  disbursement  of  the 
loan  (either  the  full  amount  or   an  initial  partial  amount)  . 

The  second  stage  includes  all  loans  disbursed  to  student 
borrowers  while  they  remain  in  school.    This  stage  ends  when 
the  student  withdraws  from  school,  transfers,  or  completes 
his  academic  program. 

The  third  stage  consists  of  a  delay  of  9  to  12  months 
after  the  student  leaves  school,  during  which  the  responsi- 
bility of  paying  back  the  loan  is  still  deferred  for  the 
maximum  convenience  of  the  borrower. 
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The  fourth  stage  consists  of  the  repayment  process 
according  to  a  regular  schedule  mutually  agreed  upon  by  the 
borrower  and  the  lender.    The  ordinary  type  of  default  may 
occur  during  this  period  when  one  or  more  of  the  scheduled 
installment  payments  are  not  made  on  time. 

The  fifth  stage  covers  the  attempts  by  the  lending 
institution  or  (through  purchase)  by  the  Office  of  Education 
to  collect  outstanding  loan  balances  plus  interest  from  the 
defaulted  borrowers. 

In  the  usual  case  the  student  loan  progresses  through 
these  stages  in  the  order  listed,  but  occasionally  different 
"transitions"  from  stage  to  stage  may  occur.    For  example, 
a  student  may  receive  a  loan  disbursement  following  accept- 
ance to  an  institution  and  yet  decide  not  to  remain  in 
school  after  all,  in  which  case  the  grace  period  may  begin 
immediately.    Transitions  into  claim  status  may  occur  at 
any  time  due  to  the  death,  disability  or  bankruptcy  of  the 
borrower. 


B.      Loan  Acquisition  Process 

The  steps  of  a  student  borrower  during  the  loan 
acquisition  stage  are  presented  schematically  in  Exhibit  II-2, 
following  this  page.    These  steps  include  a  decision  as  to 
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the  kind  of  academic  program  the  student  is  interested  in 
undertaking,  i.e.  university,  college,  junior  college, 
technical  institute,  specialized  school,  or  vocational 
school.    Secondly,  the  student  chooses  a  lender  who  is 
classified  for  this  analysis  ar  follows: 

National  Bank 

State  Bank  (Member  PDIC) 

State  Bank  (Non-Member  PDTC) 

Federal  Savings  and  Loan 

State  Savings  and  Loan 

Federal  Credit  Union 

State  Credit  Union 

Mutual  Savings  Bank 

Insurance  Company 

Academic  Institution  (Higher  Education) 
Direct  State  Loan 

Academic  Institution  (Vocational  Education) 
Other  Financial  Institutions 

Once  a  loan  application  is  completed  by  a  student  in 
cooperation  with  the  school  and  the  lender,  it  is  sent  to 
the  Office  of  Education  for  approval  of  its  eligibility  for 
insura^ice  and  interest  benefits.    The  loan  is  guaranteed 
under  the  Federal  Insured  Student  Loan  Program  (FISLP) ,  or 
reinsured  under  the  State  Insured  Student  Loan  Program 


(SISLP) ,  or  it  may  be  guaranteed  by  the  United  Student  Aid 
Fund  (U.S.A.F.)  which  is  a  privately  administered  enterprise. 

\9hen  the  loan  guarantee  has  been  approved  by  a  guarantee 
agency,  the  loan  of  the  recommended  amount  is  generally 
committed. 

C.      Analysis  of  the  Loan  Flow  Process 

The  data  on  the  GSLP  has  been  collected  in  the  tape 

files  of  the  Guaranteed  Student  Loan  System  (GSLS-II) .  The 

reliability  of  these  data  was  taken  into  consideration  for 

their  use  in  developing  the  GSLP  Loan  Flow  Model  (see 

Chapter  I  for  more  detailed  discussion  of  data) . 

The  analysis  of  this  data  focused  on  two  areas: 

.    the  amount  of  loan  dollars  in  each  specific  loan 
status  block; 

the  rate  of  flow  of  loan  amount  from  one  status 
block  to  another. 

Once  these  have  been  determined  then  the  total  loan  amount 
in  the  entire  GSLP  can  be  considered  as  a  continuous  flow 
within  the  different  loan  statuses  of  the  loan  flow  network. 
This  loan  flow  network  is  illustrated  in  Exhibit  11-3? 
following  this  page. 

Each  block  of  the  loan  flow  network  in  Exhibit  II -3 
represents  a  distinct,  specific  status  that  remains 
descriptive  of  a  certain  quantity  of  student  loans  over  some 
duration  of  time.    The  total  number  of  loans  within  a  given 
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EXHIBIT  II-3 
BLOCK  DIAGRAM  OF  LOAN  FLOW  NETWORK 
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Blocks  Q,  G,  M,  etc.  represent  total  loan  amount  in  dollars  with  a  specific 
status.    Arrows  F^,  F^^,  F^^,  represent  the  time  rates  of  flow  of 

loan  ainoimt  from  one  block  (first  subscript)  to  another  block  (second  sub- 
script).    All  quantities  are  statistical  average  values  varying  with  time. 
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status  at  a  given  time  determines  the  total  loan  amount  in 
dollars  for  that  status  block.    The  GSLP  Loan  Flow  Model 
focuses  on  the  total  loan  amount  for  each  status  block  rather 
than  on  the  history  of  each  individual  loan  for  two  reasons. 
First,  there  are  so  many  individual  loans  that  it  would  be 
impossible  to  consider  each  one  separately.    Secondly,  the 
amount  of  dollars  for  each  individual  loan  is  insignificantly 
small  in  comparison  to  the  total  loan  amount.    The  GSLP  Loan 
Flow  Model,  therefore,  deals  only  with  the  total  loan  amount 
in  each  status  block  and  with  percentage  rates  of  flow  between 
status  blocks. 

The  size  of  total  loan  amount  for  a  status  block  depends  upon 
the  rate  of  flow  of  the  loans  passing  through  the  network 
from  one  status  block  to  another.    The  rate  of  flow  from 
one  block  to  another  depends  on  a  wide  variety  of  variables. 
The  in-school  block  varies  according  to  the  training  programs 
of  various  institutions.    The  ordinary  liberal  arts  program 
lasts  four  years;  many  engineering  courses  may  last  five 
years;  specialized  and  vocational  programs  are  generally 
shorter,  but  may  be  of  any  length;  junior  colleges 
ordinarily  have  two-year  programs;  and  graduate  programs  are 
usually  one  or  more  years.    Furthermore i  the  length  of  the 
in-school  period  is  significantly  modified  by  the  attrition 
rates  due  to  withdrawal  of  students  before  completion  of 
the  programs.    The  duration  of  the  in-grace  period  may  be 
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cut  short  by  the  ability  and  willingness  of  student 
borrowers  to  repay  their  loans  ahead  of  the  agreed  upon 
schedules.    The  repayment  status  itself  may  last  up  to  10 
years  and  is  determined  in  advance  by  the  borrower  and 
lender • 

The  rate  of  flow  from  one  status  block  to  another  is  also 
influenced  by  the  time  needed  for  reporting,  recording  and 
updating  the  status  of  the  student  borrower  files.    Up  to 
six  months  are  often  required  for  a  particular  file  to 
undergo  a  transition  between  two  possible  stages  of  the 
network  flow  model.    Furthermore,  lenders  are  eligible  to 
file  default  claims  after  120  days  of  delinquency.  However, 
at  their  own  discretion,  some  lenders  wait  even  longer  to 
file  a  claim  of  non-payment  if  they  have  maintained  contact 
with  the  borrower  and  are  aware  of  the  reasons  for  the 
delinquency. 

The  mathematical  equations  for  determining  the  total 
loan  amount  for  each  status  at  any  given  time  and  the  rate 
of  flow  of  loan  amount  from  one  status  to  another  are  given 
in  Chapters  III  and  IV.    These  equations  can  be  used  to 
predict  future  loan  behavior  and  estimated  loan  volumes  in 
different  loan  statuses.    Once  these  are  known,  future 
fiscal  liabilities  for  claims,  interest  benefits,  and 
special  allowances  can  be  estimated.    The  most  important 
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quantity  for  the  purposes  of  this  study  is  the  loan  amount 
in  the  Claims  status  since  this  is  the  most  important 
factor  determining  Federal  monetary  liability  resulting 
from  the  GSLP  obligations. 


D.      GSLP  Loan  Flow  Model  Assumptions 


The  estimates  of  monetary  liabilities  of  the  Office 
of  Education  developed  by  the  GS  iP  model  have  certain 
limitations  due  to  various  assumptions  made  during  the  fore- 
casting process.    These    assumptions  include  the  following: 


•  Each  approximate  equation  is  a  sufficiently 
accurate  description  of  the  data. 

.        The  equations  are  linear. 

•  Extrapolation  to  a  future  year  (or  years) 
will  be  meaningful  and  sufficiently  accurate. 

The  laws  affecting  GSLP  will  not  be  changed 

in  a  way  that  will  significantly  affect 
the  variables  of  the  model. 

•  The  economic  situation,  employment  patterns, 
and  earnings  of  the  borrower  will  not  change 
substantially. 

The  borrower  behavior  on  loan  payments  and 
defaults  will  remain  the  same. 

The  lender  behavior  towards  borrowers  and 
their  repayment  arrangements  will  remain 
the  same. 

•  The  collection  procedure  of  the  loans 
purchased  by  the  Office  of  Education  will 
not  change  substantially. 
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E.    Uses  of  the  GSLP  Loan  Flow  Model 

The  principle  use  of  the  GSLP  Loan  Flow  Model  is  to 
estimate  Federal  payment  obligations. for  the  following 
specific  categories: 

,       Default  and  other  claim  payments  under 
the  FISLP. 


Interest  benefit  payments  on  student  loans 
while  the  students  remain  enrolled  in  school/ 
in  the  grace  period,  or  in  the  authorized 
deferment  period. 

•  Special  allowance  payments. 

The  GSLP  model  can  also  be  used  to  estimate  the 
following: 

•  Collection  from  defaulted  borrowers. 

•  Collection  of  insurance  premiums. 


All  of  the  above  estimates  can  be  made  on  a  one,  two, 
or  five  year  cycle.    The  GSLP  model  also  provides t 

.       A  management  information  tool. 

.       A  medium  for  testing  and  evaluating  the 
effects  of  policy  alternatives. 
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The  GSLP  Loan  Estimation  Model  contains  several  self- 
adjusting  parameters,  so  that  it  is  always  open  to  the 
necessary  adjustment  required  for  inserting  new  sets  of 
data.    New  data  can  come  from  many  sources.    For  example, 
future  studies  of  educational  institutions,  of  student 
population,  or  of  lending  institutions  may  provide  new  data 
relevant  to  the  GSLP  model.    Or  changes  may  occur  in 
borrower  behavior,  lender  behavior,  collection  procedure,  or 
in  the  laws  affecting  the  GSLP  which  would  affect  the  model. 
In  these  cases,  by  adjusting  the  parameters  or  making  the 
'appropriate  changes  in  structure,  the  model  can  be  kept  up 
to  date  and  can  become  an  extremely  useful  device  for 
assisting  program  managers  in  estimating  liabilities  for 
future  periods. 

^»      Examples  of  Estimation  of  Future  Fiscal  Liabilities 

The  equations  of  the  GSLP  model  allow  us  to  predict 
future  loan  behavior  and  estimated  loan  volumes  in  different 
loan  statuses.    The  loan  amount  in  various  statuses 
determines  various  fiscal  liabilities.    For  example, 
the  loan  amount  entering  claims  status  determines  the  Federal 
liability  for  claim  payments.    The  loan  amount  in  the 
in-school  and  in-grace  statuses  determines  the  Federal 
liability  for  interest  benefit  payments.    The  loan  amount 
in  the  in-school,  in-grace,  and  repayment  statuses 
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determines  the  Federal  liability  for  special  allowances. 
The  following  examples  illustrate  how  the  future  Federal 
liability  for  eacrh  of  these  categories  can  be  computed. 

1)      Estimate  of  claims  payment  liability. 

The  loan  amount  in  block  'N'  in  Exhibit  II-3  is  the 
amount  in  claims  status.    The  loan  amount  entering  this  block 
represents  the  amount  in  dollars  that  the  Office  of 
Education  will  have  to  pay  to  lenders  in  purchase  of 
defaulted  loans.    In  order  to  estimate  claims  liability  for 
any  given  year  or  quarter  we  need  to  know  the  rate  of  flow 
of  loan  amount  into  the  claims  status.    This  will  depend  upon 
the  year  of  disbursement,  since  a  greater  percentage  of  loans 
disbursed  several  years  earlier  will  enter  the  claims  status 
than  of  loans  disbursed  recently.    Recent  loans  will  not 
have  had  the  time  to  progress  from  the  in-school  status, 
through  the  in-grace  to  the  repayment  status,  from  which  a 
certain  percentage  will  go  into  the  claims  status.    The  6SLP 
model  can  be  used  to  estimate  the  percentage  of  loan  amount 
from  any  disbursement  that  will  enter  the  claims  status 
during  any  given  year.    Federal  liability  for  claims 
payments  for  any  given  year  will  thus  be  the  sum  of  the 
percentages  of  loans  entering  claims  status  for  all 
previous  disbursements.    For  example,  the  estimated  claims 
payments  for  the  end  of  FY  1973  would  be  the  ^jum  of: 
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%  of  1968  loan  disbursement  entering  claim 
status  in  1973 

%  of  1969  loan  disbursement  entering  claim 
status  in  1973 

%  of  1970  loan  disbursement  entering  claim 
status  in  1973 

%  of  1971  loan  disbursement  entering  claim 
status  in  1973 

X  of  1972  loan  disbursement  entering  claim 
status  in  1973. 

%  of  1973  loan  disbursement  entering  claim 
status  in  1973 


The  same  procedure  can  be  used  to  estimate  claims 
payments  in  the  future,  if  the  estimates  of  loan  disburse- 
ments for  future  years  are  used.    For  example,  for  Fiscal 
Year  1975  the  estimated  claims  payments  for  student 
borrowers  who  attended  proprietary  schools  would  be: 

Sum  of  %  of  1968-1975  disbursements  entering 
claims  status  in  1975. 


Appendix  A  provides  a  sample  computation  procedure. 


2)      Estimate  of  interest  benefit  payment  liability. 

A  certain  percentage  of  loan  amount  disbursed  in  any 
given  year  will  be  eligible  for  interest  benefits.  Interest 
benefit  payments  are  made  only  while  lOcUis  are  in  the 
in-8chool  and  in-grace  status,  blocks  'Q*  and  'G* 
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respectively  in  Exhibit  II-3.    Federal  liability  for 
interest  benefit  payments    therefore  depends  upon  the 
eligible  loan  amounts  in  blocks  'Q'  and  'G* .    The  interest 
benefit  payments  for  any  given  quarter  can  be  computed  as 
follows : 

(Amount  of  eligible  loan  amounts  in  Q  and  6) 
X  (Average  interest  rate  per  annum)  x  o.25 

As  in  the  previous  example  of  claims  payment  estimate, 
the  loan  amount  in  blocks  'Q'  and  'G'  will  be  the  accumu- 
lation of  the  percentages  of  disbursements  from  all  previous 
fiscal  years  still  remaining  in  the  in-school  and  in-grace 
status.    Unlike  the  percentage  in  claims  status  which 
increases  as  time  goes  by,  the  percentage  of  loan  amount  in 
in-school  and  in-grace  status  will  be  very  high  in  the 
first  few  years  after  a  disbursement,  and  then  will  gradually 
decrease  as  loans  move  into  repayment  status,  eventually 
decreasing  to  zero.    Thus  in  the  last  quarter  of  FY  1974  the 
percentage  of  FY  1973  loan  disbursements  still  in  in-school 
and  in-grace  status  will  be  about  99%,  \^ile  the  percentage 
of  FY  1970  loan  disbursement  will  be  about  50%,  and  FY  1968 
loan  disbursements  about  20%,    Since  loans  are  made  at 
different  interest  rates,  up  to  a  maximum  of  7%  per  annum, 
the  average  annual  interest  rate  will  influence  the  amount 
of  interest  benefit  payments  to  be  made  on  eligible  loans. 
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The  Interest  benefit  payment  for  the  third  quarter  of 
FY  1974  will  then  be  the  sum  of  eligible  annual  loan  disburse- 
ments that  remained  in  in- school  and  in-grace  status  during 
the  third  quarter  of  FY  1974  for  the  following  fiscal  years: 


(%  of  1968  disbursement  in  Q  and  6 
interest  rate  per  annum)  x  (0.25) 

(%  of  1969  disbursement  in  Q  and  G 
interest  rate  per  annum)  x  (0.7.5) 

(%  of  197G  disbursement  in  Q  and  G 
interest  rate  per  annum)  x  (0.25) 

(%  of  1971  disbursement  in  Q  and  G 
interest  rate  per  annum)  x  (0.25) 

(%  of  1972  disbursement  in  Q  and  G 
interest  rate  per  annum)  x  (0.25) 

(7.  of  1973  disbursement  in  Q  and  G 
interest  rate  per  annum)  x  (0.25) 

(7o  of  1974  disbursement  in  Q  and  G 
interest  rate  per  annum)  x  (0.25) 


X  (average 

X  (average 

X  (average 

X  (average 

X  (average 

X  (average 

X  (average 


Appendix  A  provides  a  sample  computation  procedure. 


3)      Estimate  of  special  allowance  payment  liability. 

The  special  allowance  is  paid  only  when  it  is  deter- 
mined that  economic  conditions  are  impeding  or  threatening 
to  impede  the  purposes  of  the  GSLP.    It  is  paid  for  the 
amount  of  each  loan  in  the  in-school,  in-grace,  and 
repayment  statuses,  blocks  'Q',  'G',  and  'M'  respectively 
to  Exhibit  II-3.    Federal  liability  for  special  allowance 
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payments  can  be  computed  by  multiplying  the  sum  of  percentages 
of  a  disbursement  that  remain  in  blocks  'Q',  *6' ,  and  *M'  at 
any  given  time  by  the  special  allowance  rate.    The  total 
Federal  liability  for  special  allowance  payment  during  any 
given  quarter  will  be  the  sum  of  special  allowance  payments 
due  on  all  previous  disbursements.    For  example,  the  total 
special  allowance  payments  for  the  last  quarter  of  FY  1974 
will  be  the  sum  of  each  fiscal  year  disbursements  that 
remained  in  blocks  'Q',  'G' ,  and  'M'  during  last  quarter  of 
FY  1974  multiplied  by  the  special  allowance  rate  multiplied 
by  0.25: 

(%  of  1968  disbursement  in  Q,  G,  and  M) 
X  (special  allowance  rate)  x  (0.25) 

(%  of  1969  disbursement  in  Q,  G,  and  M) 
X  (special  allowance  rate)  x  (0.25) 

(%  of  1970  disbursement  in  Q,  G,  and  M) 
X  (special  allowance  rate)  x  (0.25) 

(%  of  1971  disbursement  in  Q,  G,  and  M) 
X  (special  allowance  rate)  x  (0.25) 

(%  of  1972  disbursement  in  Q,  G,  and  M) 
X  (special  allowance  rate)  x  (0.25) 

(%  of  1973  disbursement  in  Q,  G,  and  M) 
X  (special  allowance  rate)  x  (0.25) 

(%  of  1974  disbursement  in  Q,  G,  and  M) 
X  (special  allowance  rate)  x  (0.25) 


Appendix  A  provides  a  sample  computation  procedure. 
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4)  Estimate  of  payment  liability  for  claims  due  to 
bankruptcy,  death,  and  total  and  permanent 
disabilityT 

It  has  been  found  that  claims  due  to  bankruptcy,  death, 
and  total  and  permanent  disability  remain  a  constant  percent- 
age of  the  total  loan  amount  which  has  not  reached  terminal  % 
status  (paid,  collected,  or  uncollectable) .    The  percentage 
is  found  to  be  roughly  four-tenths  of  one  percent  per  year. 

An  estimate  of  the  Federal  liability  for  this  kind  of  claim 
for  any  year  can  be  computed  by  multiplying  the  total  loan 
amount  that  has  not  reached  terminal  status  by  0.004. 

5)  Estimate  of  total  Federal  liability  for  its  GSLP 
obligations. 

To  estimate  the  total  Federal  monetary  liability  for  its 
GSLP  obligations  during  any  quarter  or  year,  one  need  only 
add  the  liabilities  for  claims,  interest  benefit,  and 
special  allowance  payments  during  that  quarter  or  year. 
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CHAPTER  III 

MATHEMATICAL  REPRESENTATION  OF  THE  GSLP  LOAN  FLOW  MODEL 
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CHAPTER  III 


MATHEMATICAL  REPRESENTATION  OF  THE  GSLP  LOAN  FLOW  MODEL 

To  estimate  the  loan  amount  that    lows  between  the 
different  loan  status  blocks  of  the  loan  flow  network, 
a  mathematical  model  was  formulated.    This  model 
comprises  of  a  set  of  coupled  integral  and  differential 
equations  whose  solutions  yield  the  estimates  of  loan 
amounts  in  various  statuses  at  different  periods  of  time. 
From  these  estimated  loan  amounts ^  it  can  compute  the 
different  Federal  liabilities  for  different  time  periods. 
These  estimates  are  based  upon  the  data  available 
through  the  Guaranteed  Student  Loan  System  (GSLS-II) . 
Dnp.  to  the  complex  nature  and  unavailability  of  data  on 
the  external  factors  such  as  the  overall  economic  situa- 
tion, personal  factors  motivating  borrowers,  changes  in 
GSLP  law  and  their  impact  on  the  GSLP  operation  and  GSLP 

Loan  Flow  Model,  these  factors  are  not  currently  considered 
in  the  GSLP  Loan  Flow  Model. 

1.      DEFINITIONS  OF  QUANTITIES  OF  THE  BLOCK  DIAGRAM 

The  block  diagram  in  Exhibit  II -3  represents  the  GSLP 
loan  flow  network  and  illustrates  the  interrelationships 
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of  loan  amounts  in  different  loan  statuses.    Each  block 
in  the  network  represents  a  different  loan  status,  and 
at  a  given  time,  a  loan  may  belong  to  only  one  of  the 
blocks.    Exhibit  III-I,  following  this  page,  illustrates 
the  quantities  (loan  amounts)  in  each  block  at  time  (t) 
and  they  can  be  described  as: 

Q(t)  =  Total  loan  amount  in  dollars  with  "In-School 
Status" 

G(t)  =  Total  loan  amount  in  dollars  with  "Grace  Status" 

M(t)  =  Total  loan  amount  in  dollars  with  "Repayment 
Status."    It  consists  of      (t)  and  M2(t). 
M<|  (t)  is  the  loan  amount  that  enters 
"Claim  Status"  at  the  end  of  two 
quarters  after  entering  "Repayment  Status." 
Thus,      (t)  represents  the  loan  amount  which 
becomes  a  default  claim  as  the  borrowers  do 
not  make  a  single  payment. 

N(t)  =  Total  loan  amount  in  dollars  with  "Claim 
Status" 

L(t)  =  Total  loan  amount  in  dollars  with  "Paid  (full  or 
part)  Status"  (Borrowers  pay  to  lenders) 

R(t)  «  Total  dollars  in  "Account  Receivable  Status" 

(OE's  collection  effort  after  default  claims 
have  been  paid) 
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EXHIBIT  III-1 


LOAN  DOLLAR  FLOW  RATES 
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Blocks  Q,  G,  M,  etc.  represent  total  loan  amount  in  dollars  ^^^h  a  specif icloa 
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script) .All  quantities  are  statistical  average  values  varying  with  time. 
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S(t)  »  Total  dollar  amount  "Collected"  through  collec 
tion  effort  (Borrowers  pay  to  OE) 

U(t)  =»  Total  "Uncollectable"  dollars  consisting  of 
uncollected  claim  amounts  due  to  default, 
and  death,  disability  and  bankruptcy. 


2.      DEFINITIONS  OF  PLOW  RATES  BETWEEN  BLOCKS 

Exhibit  II 1-1  shows  the  evolution  of  the  loan  dollar 
flow  starting  from  disbursement  until  the  loan  is  paid 
in  full,  becomes  uncollectable,  or  is  collected.  The 
dollar  flow  always  progresses  along  the  possible  direc- 
tions indicated  by  the  arrows.    The  magnitudes  of  loan 
dollar  flow  between  different  loan  statuses  comprise  the 
set  of  remaining  variables  of  the  system. 

F  (t)  -  Time  rate  of  total  dollar  flow  into  "In-School 
Status"  at  time  (t) .    Since  the  arrow  repre- 
senting F  (t)  does  not  originate  from  any 
block  of  the  system  this  is  considered  to  be 
the  only  "input"  into  the  network  system  from 

outside. 

P    (t)  «Time  rate  of  loan  dollar  flow  from  "In-School 
qg\^/ 

Status"  to  "Grace  Status"  at  time  t.  The 
change  in  the  loan  status  determined  by  this 
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variable  is  related  to  the  rate  at  which 
student  borrowers  leave  school  and  "In-School" 
loan  status  of  their  loan  changes  to  "Grace- 
Status." 

f'gini(t)  =Time  rate  of  loan  dollar  fljw  from  "Grace  Status"  to 
"Repayment  Status"  at  time  (t).    This  variable  refers 
to  the  loan  amount  in  dollars  which  converts  to 
"Claim    Status"  after  two  quarters  in  "Repayment  Status" 
This  represents  the  loan  amount  which  becomes  a  default 
claim  without  the  borrowers  making  a  single  payment. 
The  two  quarter  delay  covers  the  time  needed  to  dis- 
cover and  process  the  default.    The  OE  payment  of  the 
claim  is  equal  to  the  total  dollar  amount  of  the  loan 
disbursement. 
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Pgj„^(t)-  Time  rate  of  loan  dollar  flow  from  "Grace 

Status"  to  "Repayment  Status"  at  time  (t) . 
This  variable  refers  to  the  loan  amount 
which  the  borrowers  start  repaying  in 
installments. 

^(t)=  Time  rate  of  loan  dollar  flow  from  "Repayment 
Status"  to   "Claim  Status".  This 
variable  accounts  for  borrowers  who  make  no 
repayment  at  all  (i.e./  the  OE  payment  of  the 
claim  is  equal  to  the  total  loan  amount 
originally  disbursed) . 


9^-  '  i  / 
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j^(t)  =  Time  rate  of  loan  dollar  flow  from  "Repayment 
Status"  to  "Paid  (full  or  in  part)  Status." 
This  variable  accounts  for  the  amounts  which 
borrowers  have  paid  towards  the  repayment  of 
their  loans,  and  which  may  be  equal  to  the  total 
amount  of  the  loan  or  a  portion  of  the  loan. 
Fj^^^(t)  =  Time  rate  of  loan  dollar  flow  from  "Repayment 
Status"  to  "Claim  Status."  This 

variable  accounts  for  borrowers  who  make 
partial  repayments  before  defaulting  on  the 
installment  payments  (i.e.,  the  OE  payment 
of  the  claim  is  not  so  large  as  the  total 
loan  amount  originally  disbursed) . 

F^y(t)     =  Time  rate  of  loan  dollar  flow  from 

"Claim  Status"  to  the  "Accounts  Receivable 
Status."    This  variable  is  associated  with 
the  loan  amounts  of  the  defaulted  borrowers 
who  have  made  repayment  arrangements  with  OE. 

P^g(t)     =  Time  rate  of  loan  dollar  flow  actually  recover- 
ed by  OE  through  its  collection  efforts. 

Fj^^(t)     =  Time  rate  of  loan  dollar  flow  of  bankruptcy, 
death,  or  disability  claims  paid  by  OE^ 

and  default  claims  purchased  by  OE  on 

which  the  statute  of  limitations  has   run  out. 
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3.      EQUATIONS  DESCRIBING  THE  GSLP  LOAN  FLOW  MODEL 

The  equations,   (1)  -  (10)  ,  given  below,  consist  of 
reasonable  approximations  of  the  flow  rates  in  the  sim- 
plest- possible  forms  and  with  a  minimum  number  of  adjust- 
able parameters. 

A.      Rate  of  Dollar  Flow  from  "In-School    Status"  to 
"Grace  Status" 

The  rate  of  dollar  flow  for  student  loans  whose 
status  changes  from  "In-School"  Status  to  "Grace  Status" 


is: 


(1) 


where 


is  the  time  rate  of  loan  dollar  flow  from  "In 


School  Status-Q"  to  "Grace  Status-G" 


at 


time  t. 


K 


is  a  constant  of  proportionality, 

is  total  loan  amount  with  "In-School  Status" 


Q(t) 


at  time    t  , 


Pq(T) 


is  the  time  rate  of  loan  dollar  flow  into 
"In  School  Status-Q"  at  time  t. 


ERIC 
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is  the  minimum  time  that  the  student  bor- 
rowers remain  in  school.     It  is  of  the  order 
of  approximately    3  quarters  (9  months). 
Equation  (1)  states  that  the  rate  of  dollar  outflow 
from  "In-School  Status"  is  directly  proportional  to  the 
loan  amount  of  student  borrowers  who  have  remained  in 

school  for  more  than  T  years. 

o 

B.    Rate  of  Dollar  Flow  from  "Grace  Status" 

The  student  loans  are  assumed  to  sta^  in  "Grace 
Period"  for  a  certain  amount  of  time.    The  rate  and  time 
-at-^ich  loan  amounts  leave  the  "Grace  Status"  are  deter- 
mined by  the  probability  function  Z(t).    Thus  Z(t)  represents 
the  probability  that  the  loan  amount  will  leave  "Grace 
Status."     The  two  possible  flows  leaving  "Grace  Status" 

are  and  F   . 

gm<|  gin2 

The  constant  parameter  "(a)"  represents  the 
fraction  of  loan  amounts  that  enter  "Repayment  Status" 
described  as       before.     "(1-a)"  represents  the  fraction 
of  loan  amounts  described  as  M^.     The  resulting  equations 
for  dollar  flow  rates  leaving  "Grace  Status"  are  the 
following: 
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p    (t)  = 


t 

•■  / 

0 


P     (T)    .     Z(t-T)dT  (2) 

qg 


and 


(t)     =  (1-a) 


where 


P      ft)   is  time  rate  of  loan  dollar  flow  from 

"Grace  Status-G"  to  "Repayment  Status-M, 


II 


at  time  t. 


P    (t)  is  time  rate  of  loan  dollar  flow  from  "In- 
School  Status -Q"  to  "Grace  Status-G"  at 

time  t.  '  ^ 

p      (t)is  time  rate  of  loar.  dollar  flow  from  "Grace 

Status-G"  to  "Repayment  Status-M^"  at  time  t, 

Z(t-T)     is  the  probability  density  function  for  the 


The  parameter  "(a)",  as  well  as  the  function  Z(t) 
are  determined  by  fitting  the  equation  solutions  to  the 
observed  data. 


flow  which  entered  into  "Grace  Status 


-G"  at 


time  T  and  is  ready  to  exit  from  "Grace 


Status-G"  at  any  time  t. 
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C.    Rate  of  Dollar  Flow  from  "Repayment  Status"  to 
"Claim  Status". 

The  rate  of  dollar  flow  from  "Repayment  Status 

"  to    "Claim  Status"  at  any  time  t  is  assumed 
to  be  the  same  as  the  rate  of  dollar  flow  into  "Repay- 
ment Status  M^"  at  time  (t-T^^)  t 


where 


F      (t)  is  the  time  rate  of  loan  dollar  flow  from 

m*!  n 

"Repayment  Status  M<, "  to  "Claim  Status  N" 
at  time  t. 

F      (t-'j.i)     is  the  time  rate  of  loan  dollar  flow  from 
gm^  -L 

"Grace  Status  G"  to  "Repayment  Status  " 
at  time  (t-T^^). 
I'l  is  the  minimum  time  it  takes  to  change 

"Repayment  Status  M^"  to  "Claim  Statujs  N". 


The  rate  of  dollar  flow  from  "Repayment  Status  Mg" 
to  "Claim  Status"  is  assumed  to  be  directly  proportional 
to  the  amount  in  "Repayment  Status  M2"  at  any  time  t 


Fm2n(t)   =      c  (t) 


(5) 
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M2(t) 


where 

Pjjj^jj(t)  =  is  the  time  rate  of  loan  dollar  flow  from 
"Repayment  Status  M2"  to  "Claim  Status  N" 
at  time  t. 

=      is  total  loan  amount  in  dollars  with 
"Repayment  Status  Mj"  at  time  t. 
o  =      is  a  constant  parameter  with  dimension 

of  inverse  time. 

D.    Rate  of  Dollar  Flow  from  "Repayment  Status" 
to  "Paid  (full  or  in  part)  Status* 

The  loan  flow  rate  from  "Repayment  Status  - 
to  "Paid  (full  or  in  part)  Status  -  L"  is  assumed  to  be  pro- 
portional to  the  loan  amount  which  is  in  "Repayment 
Status  -  Mj"  for  more  than  years. 


1     (t)     «    b  • 

where 


mj 


M(t)  -    J  (T)  dT  1  (6) 


^(t)  is  the  time  rate  of  loan  dollar  flow 

2 

from  "Repayment  Status  -         to  "Paid 
(full  or  in  part)  Status  -  L"  at  time  t. 
b  is  a  constant  parameter  with  dimension  of 

inverse  time. 
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M2(t)      is  the  total  loan  amount  in  dollars  with 
"Repayment  Status  -  M2"  at  time  t. 

Pg^^(t)  is  the  time  rate  of  loan  dollar  flow  from 

"Grace  Status  -  G"  to  "Repayment  Status  -  M," 


"Repayment  Status  -  M2"  to  "Paid  (full  or  in 
part)  Status  -  L". 

E.      Rate  of  Dollar  Plow  from  "Claim  Status" 
to  "Accounts  Receivable  Status" 

The  loan  amounts  of  defaulted  borrowers  \AiO 
make  repayment  arrangements  with  OE  are  considered  in 
"Accounts  Receivable  Status  -  R."    It  is  assumed  that 
there  is  a  minijnum  time  delay  of  T2  years  to  initiate 
the  change. 

The  equation  for  the  loan  flow  rate  from 
"Claim  Status  -  N"  to  "Accounts  Receivable  Status  -  R" 
is  written: 


at  time  t. 


T 


3 


is  the  minimum  time  it  takes  to  change 


P 


nr 


(t)  =  e  . 


\k  K" 


(T) 


+  F 


(T)l  dT 


(7) 


where 


Fj^^(t)     is  the  time  rate  of  loan  dollar  flow  from 
"Claim  Status  -  N"  to  "Accounts  Receivable 


Status  -  R"  at  time  t. 
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e 


is  a  constant  parameter  with  dimension 


of  inverse  time* 


N(t) 


is  the  total  loan  amount  in  dollars  with 


"Claim  Status  -  N"  at  time  t. 


P, 


iQin 


(t) 


and  ^t)  are  the  time  rates  of  loan 
dollar  flow  to  "Claim  Status  -  N" 


from  "Repayment  Status  -       and  M2''  at 


time  t« 


is  the  minimum  time  it  takes  to  change 


"Claim  Status  -  N"  to  "Accounts 


Receivable  Status 


p.      Rate  of  Dollar  Flow  from  "Claim  Status"  to 
"Uncollectable  Status  -  U" 

The  loan  flow  from  "Claim  Status  -  N" 
to  "Uncollectable  Status  -  U"  is  assumed  to  be  proportional 
to  the  loan  amount  in  "Claim  Status  -  N"  at  any  time  t: 


where 

F^^(t)     is  the  time  rate  of  loan  dollar  flow  from 

"Claim  Status  -  N"  to  "Uncollectable  Status  -  U" 

at  time  t. 


(8) 
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is  the  minimum  amount  of  time  it  takes  to  change 
"Claim  Status  -  N"  to  change  "Uncollectable  . 
Status  -  U", 

h  is  a  constant  parameter  with  dimension 

of  inverse  time, 

N(t)        is  the  total  loan  amount  in  dollars  with 
"Claim  Status  -  N"  at  time  t, 

The  loan  amount  in  "Uncollectable  Status  -  u"  also 

consists  of  the  bankruptcy,  death,  and  disability  claim 

amounts  paid  by  OE.    This  is  represented  as: 

t 

Pu(t)  =  V  •J         (T)    dT  (9) 
o 

where 

Pu(t)  is  the  loan  amount  in  dollars  that  results 
in  bankruptcy,  death,  and  disability  claim 
amount  paid  by  OE  at  time  t. 

V  is  a  constant  parameter. 

Pq(t)      is  the  time  rate  of  loan  dollar  flow  into 
"In-School  Status  -  Q"  at  time  t. 
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G.       Rate  of  Dollar  Flow  from  "Accounts 

Rece ivable  Status"  to  "Collected  Status" 


The  loan  cunount  which  is  collected  by  OE 
through  its  collection  efforts  enters  into  "Collected 
Status-S."    The  flow  rate  is  represented  mathematically 
as  follows: 


.     J  R(t)   -  y 


^rs         "     ^'     I  ^^^^  ■    /      ^nr  ^'^^     ^'^  ^ 

t  -T4 

w!iere 


F    Ct)     is  the  time  rate  of  loan  dollar 
rs 

flow  from  "Accounts  Receivable 
Status -R"  to  "Collected  Status-S" 
at  time  t. 
d  Is  the  constant  parameter  with 

dimension  of  inverse  time. 

R(t)        is  the  total  loan  amount  in  dollars 
with  "Accounts  Receivable  Status-R" 

at  time  t. 

T  is  the  minimum  time  it  takes  to 

4 

recover  a  defaulted  loan. 
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A.      CONTINUITY  EQUATIONS 

In  the  GSLP  model  represented  by  the  loan  flow 
network,  dollar  flow  is  neither  created  nor  destroyed 
at  any  time.    Therefore,  the  time  rate  of  change  of  loan 
amount  in  any  given  block  must  be  equal  to  the  rate  of 
total  inflow  less  the  rate  of  total  outflow.    This  is 
the  principle  of  conservation  and  when  applied  at  each 
block  of  the  network  the  continuity  equations  are 
obtained  as  follows: 

For  the  "In-School  Status"  block  we  have 

§        -         Fq  -  (t)  (11) 

This  equation  implies  that  at  any  time  t,  the 

difference  between  the  rates  of  loan  dollars  flow  coming 

into  and  going  out  of  "In-School  Status  -  Q"  (i.e.  P  (t) 

q 

and         (t)  respectively)  results  in  the  rate  of  change 

of  loan  amount  in  block  "Q"  i.e.  dQ  .    The  same  is  true 

dt 

for  remaining  blocks. 

For  the  "Grace  Status"  block: 

af  =  ^qg<*'     -    %,<t)     -    Fg^^U)  ,12, 
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For  the  "Repayment  Status"  block: 
dM,  -    p      .  . 

dt^  ■  -  %„(t)  (13) 

and 

dt-         ^2^^^  "  ^m2n(t)  -  \l  (t)  (14) 
For  the  "Claim  Status"  block: 

Ht    =  %n(t)  +  F^^^(t)   .  F^^(t)   -  F^^(t)  (15) 

For  the  "Accounts  Receivable  Status"  block: 
dR 

a^"  "    ^nr(t)     -  Fj^g(t)  (16) 

For  the  "Collected  Status"  block: 


at    *     f'rs^t)  (17) 


For  the  "Paid  (full  or  in  part)  Status"  block: 


a?  "  (18) 

For  the  "Uncollect able  Status"  block: 


dU 

at    '    ^nu(t)    +  V  P^(t)  (19) 


ERIC 
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5 .       SUMMATION  OF  THE  CONTINUITY  EQUATIONS 


By  summing  the  9  equations  (11)  -  (19),  we  geti^ 

d__  (Q  +  G  +  M.+  +  N  +  R  +  S  +  L  +  U)  =  P  (t)  .o^. 
dt  *     ^  q  Uu; 

Equation  (20)  provides  a  check  on  the  sign  conventions  used 
in  the  flow  rate  equations. 

6.       LINEARITY  OF  THE  GSLP  LOAN  FLOW  MODEL 

The  input  function  of  the  GSLP  model  is  rp.Dresented 
by  Fq(t)  -  the  time  rate  at  which  total  loan  dollars  are 
disbursed  to  the  student  borrowers  by  the  lenders.  The 
output  functions  of  the  GSLP  model  are  Q(t) ,  G(t),       (t) , 
M2(t),  .  .  .  .  etc.    By  solving  equations  (1)  -  (20)  which 
are  coupled,  linear,  integral  and  differential  equations 
for  19  unknown  time -dependent  variables,  the  value?  of  the 
output  functions  can  be  obtained. 

The  GSLP  model  based  on  these  equations  may  be  con- 
sidered in  terms  of  "Input"  and  "Output"  and  has  the 
picoperty  explained  below: 


1.      V  being  a  small  fraction  of  total  loan  eimount  disbursed ^ 
it  is  ignored  in  equation  (20) . 
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If  an  input       results  in  an  output       and  an  input 
results  in  an  output  y^,  then  the  input  of  (x^  +  x^)  results 
in  the  output  of  (y^  +  y^) •    Also  an  input  of  px,  results 

in  an  output  of  py.    The  former  is  called  the  property  of 
superposition  and  the  latter  is  called  the  property  of  homo- 
geneity.   When  these  two  properties  are  present,  a  system  is 
called  a  linear  system. 

Chapter  III  has  presented  the  set  of  coupled  integral 
and  differential  equations  which  are  the  mathematical 
representation  of  the  GSLP  Loan  Flow  Model.    These  equations 
are  presented  in  the  simplest  possible  form  with  the  minimum 
number  of  adjustable  parameters.    The  set  of  equations  is 
shown  to  be  continuous  and  linear.    The  method  for  solving 
these  equations  is  given  in  Chapter  IV.    A  sample  of  the 
numerical  solutions  of  these  equations  is  given  in  Appendix  A. 


111-19 


CHAPTER  IV 

SOLUTION  OF  THE  GSLP  LOAN  FLOW  MODEL  EQUATIONS 


CHAPTER  IV 


SOLUTION  OF  THE  GSLP  LOAN  FLOW  MODEL  EQUATIONS 

In  Chapter  III  the  20  simultaneous  equations  were 
given  which  represent  the  basic  GCLP  model  and  which  are 
reasonable  approximations  of  the  flow  rates  between  the 
various  status  blocks.    Chapter  IV  provides  the  method  for 

solving  these  equations.    These  solutions  yield  the 
estimates  of  loan  amounts  in  various  status  blocks  at 
different  periods  of  time.    Once  these  estimates  are 
known,  the  Federal  liability  for  claims,  interest  bene- 
fit, and  special  allowance  payments  can  be  estimated  at 
different  periods  of  time.  . 

1.      DISCRETE  TIME  APPROXIMATION 

Equations  (1)  to  (10)  given  in  Chapter  III  are 
continuous  functions,  showing  the  rates  of  flow  between 
the  various  status  blocks  at  any  moment.    However,  the 
significant  solutions  to  these  equations  are  not  the 
rates  of  flow  at  any  moment,  but  the  rates  of  flow  seen 
at  quarterly  intervals.    Budget  estimate  for  claims, 
interest  benefit,  and  special  allowance  payments  can  be 
made  on  a  quarterly  basis. 


Furthermore,  there  is  no  simple  analytic  solution  to 

equations  (1)  -  (10)  because  they  are  composed  of  sums  of 
unrelated  functions.    These  cannot  be  combined  into  a 
single  algebraic  equation    which  could  then  be  used  to 
compute  the  rate  of  flow  at  any  moment.    There  is  a 
further  complication  In  that  several  of  the  equations 
include  time-delay  parameters,  i.e.,  there  is  a  minimum 
time  for  which  a  loan  will  remain  in  a  given  statup 
block  before  moving  on  to  another  block.    These  time 
delays  cannot  easily  be  included  in  an  analytic  solution. 

For  these  reasons,  then,  a  discrete  time  approxi- 
mation procedure  has  been  used  to  provide  approximate 
solutions  for  the  rates  of  flow  from  block  to  block. 
To  do  this  equations  (1)  to  (10)  are  rewritten  in 
discrete  time  approximation  form  (24)  to  (33)  by  changing 
all  time  functions  to  discrete  time  Interval  functions, 
where  the  discrete  time  interval  used  is  one  quarter  of 
a  fiscal  year.    The  theory  of  discrete  time  approximation  is 
that  a  curve  can  be  approximated  by  a  series  of  lines  tangent 
to  the  curve.    If  the  tangents  are  taken  at  sufficiently  small 
intervals,  they  will  provide  a  reasonably  close  approximation  of 
the  curve.    For  the  GSLP  model,  the  Interval  of  one  quarter 
was  found  to  be  a  sufficiently  close  approximation  for  the 
purposes  of  budget  estimation. 
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For  example,  equation  (1)  reads  as  follows 


Q(t) 


L 


Fq(T)dT 


(1) 


In  other  words  this  means  the  rate  of  loan  dollar  flow 
from  "In-School  Status  Q"  to  "In-Grace  Status  G"  at  a  given 
time  't'  will  be  a  constant  fraction  (K)  of  the  amount  in 
Q  at  time  't'  minus  the  amount  in  Q  that  has  not  been  there 
for  three  quarters,  which  is  the  minimiim  time  for  a  loan  to 
stay  in  Q  before  it  has  any  significant  probability  of  moving 
to  G.  Since  this  last  amount  cannot  be  easily  written  as  a 
function  of  Q(t) ,  there  is  no  simple  analytic  solution  to  (1) . 

Rewriting  equation  (1)  in  discrete  time  approximation 
form  we  get: 


j 

qg 


=    K'  . 


j-l         i-j-l  i 

i     -  ^  p 


(24) 
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This  means  that  the  rate  of  flow  from  Q  to  G  for 
a  given  quarter  'j'  will  be  a  constant  fraction  (K') 
of  the  amount  in  Q  in  the  previous  quarter  minus  that 
portion  of  that  amount  which  had  not  been  in  Q  for 
three  quarters.    K'  will  serve  the  same  purpose  as  K, 
and  will  approximate  the  numerical  value  of  K.    K'  can 
be  estimated  by  substituting  observed  data  in  equation 
(24)  for  several  years  and  finding  the  best  value  for 
K'  to  fit  the  observed  data. 

All  of  the  equations  (1)  to  (10)  have  been  rewritten 
in  discrete  time  approximation  form.    Although  the 
curves  for  equations  (1)  to  (10)  cannot  be  found  without 
complex  and  time  consuming  methods,  numerical  solutions 
for  the  discrete  approximation  form  equations  (24)  to 
(33)  can  be  found  on  a  computer  by  putting  in  the  rele- 
vant observed  data  and  letting  the  computer  make  the 
necessary  computations.    The  numerical  solutions  are 
given  in  tables  in  Appendix  A.    These  can  be  used  to 
estimate  the  loan  amount  in  any  status  block  at  any 
quarter.    The  rest  of  this  chapter  will  provide  the 
discrete  time  approximation  form  of  each  of  equations 
(1)  to  (10)  and  will  then  describe  how  the  constant 
parameters  and  the  time-delay  parameters  that  appear 
in  these  equations  were  estimated. 

"  ') . , 
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A.         Rate  of  Dollar  Flow  from  "In-School  Status" 

to  "Grace  Status"''(F  ) 
  qg 

The  flow  rate  F     can  be  expressed  in  a 

qs 


discrete  approximation  form  as : 

^  (24) 


qg 


j-i  i-j-i  i 
Q     -  Z  ? 

i-1-no 


where 

J 

F     is  a  discrete  time  equivalent  of  F  (t). 

qg  qg 

i.e.,  the  loan  dollar  flow  from  "In-School 
Status-Q"  to  "Grace  Status-G*'  at  time 
step  j« 

K'    is  a  discrete  time  equivalent  of  K,  a 
constant  parameter  with  dimension  of 
inverse  time . 

j-1 

Q     is  a  discrete  time  equivalent  of  Q(t) , 

i.e,,  the  total  loan  amount  with  "In-School 
Status-Q"  at  time  step  (j-l)« 

no    is  an  integer  representing  the  minimum 
number  of  time  intervals  the  student 
borrowers  remain  in  school.    It  is  assumed 
to  be  approximately  3  quarters  or  9  months, 

i 

P     is  the  loan  amount  disbursed  in  the  ^th 
quarter  of  a  Fiscal  Year, 
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Rate  of  Dollar  Flow  from  "Grace  Status"  to 
"Repayment  Status-Mi"  (^mi) 

The  flow  rate  of  ^goii  can  be  expressed  in  a 
discrete  approximation  form  as; 

J  i=j    j  j-i 

Fgm,   -    (l-a')-i:    Fqg  Z  (25) 

i-1 

where 

j 

Fgjn^   is  a  discrete  time  equivalent  of  Fg^^  (t)  , 
i.e.,  the  time  rate  of  loan  dollar  flow 
from  "Grace  Status-G"  to  "Repayment  Status  Mi 
at  time  step  j • 

(1-a')  is  a  fraction  representing  the  portion  of 
the  maturing  loans  entering  into  "Repayment 
Status  -Ml". 

Z       is  a  function  representing  the  probability 
that  the  loan  amount  which  entered  into 
"Grace  Status-G"  at  time  step  i  will  exit 
from  "Grace  Status-G"  at  time  step  j , 
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Rate  of  Dollar  Flow  from  "Grace  Status"  to 
"Repayment  Status-Ma"  (f  ) 

The  flow  rate  F       can  be  expressed  in 

gm 

2 

a  discrete  approximation  form  as: 

j  i«j    i  j-i 

F        =    a'  -  7    F„  •  Z  .«,v 
gm  ^      qg  (26) 

2  i=l 

where 

J 

F       is  a  discrete  time  equivalent  of  F      (t) , 
gm^  gm^ 

i.e.,  the  time  rate  of  loan  dollar  flow 
from  "Grace  Status-G"  to  "Repayment  Status-Ma 
at  time  step  j. 
a'      is  a  branching  fraction  representing  the 
portion  of  the  maturing  loans  entering  in 
the  "Repayment  Status-Mz". 
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D.  Rate  of  Dollar  Flow  from  "Repayment  Status-M^" 

to  "Claim  Status"  (F  ) 
 ]^,m^rr 

The  flow  rate  F  can  be  expressed  in  a 

m  n 
1 

discrete  approximation  form  .is: 


m  n       gm  * 
11 


where 


^m  n    ^®  ^  discrete  time  equivalent  of 
1 


1 


i.e.,  the  time  rate  of  loan  dollar 
flow  from  "Repayment  Status-M  "  to 
"Claim  Status-N"  at  time  step  j. 
^gm  ^       a  discrete  time  equivalent  of 

F^    (t-T  ), 
gm^         i' ' 

i.e.,  the  time  rate  of  loan  dollar 
flow  from  "Grace  Status-G"  to 
"Repayment  Status-Mj^"  at  time  step 

of  j-n  • 
1 

is  an  integer  representing  the 
minimum  number  of  time  intervals 
required  in  order  to  change 
"Repayment  Status-Mj^«'  to  "Claim 


Status-N". 
IV- 8 


E.  Rate  of  Dollar  Plow  from  "Repayment Status-M  " 

— — — — ^  — .  2 

to  "Claim  Status"  (F  ) 
 l^m  a'^ 

2 


where 


The  flow  rate       F       can  be  expressed  in 
a  discrete  approximation  form  as: 


ERIC 


F3      =   c'  m3-1  (28) 


m^n 

2 


m^n 


is  a  discrete  time  equivalent  of 
m2n 

i.e.,  the  time  rate  of  loan  dollar 
flow  from  "Repayment  Status~M^"  to 

"Claim  Status-N"  at  time  step  j. 


c'       is  a  discrete  time  equivalent  of 

a  constant  parameter  with  dimension 
of  inverse  time . 

M^"''"    is  a  discrete  time  equivalent  of      (t)  , 

i.e.,  the  total  loan  amount  with 
"Repayment  Status-M  "  at  time  step  j-1. 
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Rate  of  Dollar  Flow  from  "Repdymeji^t^Sj^u^.-^  " 


to  "Paid  (full  or  in  part)  Status"   (F  ) 


The  flow  rate  of  F    ,   can  be  expressed  in 
a  discrete  approximation  form  as: 


=  b 


Mj-1  -  i=>l 

i=j-n 


(29) 


m  1 

2 


b' 


i-1 


n. 


is  a  discrete  time  equivalent  of         ,  (t)  , 

i.e.,  the  time  rate  of  loan  dollar  flow 
from  "Repayment  Status-M^"  to  "Paid  (full 

or  in  part)  Status-L"  at  time  step  j. 

is  a  discrete  time  equivalent  of  b  a 
constant  parameter  with  dimension  of 
inverse  time. 

is  a  discrete  time  equivalent  of  (t), 
i.e.,  the  total  loan  amount  with  "Repayment 
Status -M  "  at  time  step  (j-1). 

2 

is  an  integer  representing  the  minimum 
number  of  time  intervals  required  in  order 
to  begin  receiving  installments  on  loans 
in  "Repayment  Status -Mg". 
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r>  .1 


where 


Rate  of  Dollar  Flow  from  "Claim  Status" 

to  "Accounts  Receivable  Status"  (F  ) 
 ^  nr 

The  flow  rate  of  F^^  can  be  expressed 
in  a  discrete  approximation  form  as: 


pj 

nr 


sa  e 


*^  m  n       m  n 


(30) 


is  a  discrete  time  equivalent  of  F    (t)  , 
nr  nr 

i.e.,  the  time  rate  of  loan  dollar  flow 
from  "Claim  Status-N"  to  "Accounts 
Receivable  Status-R"  at  time  step  j. 
e'      is  a  discrete  time  equivalent  of  e,  a 

constant  parameter  with  dimension  of  inverse 
time, 

N*"      is  a  discrete  time  equivalent  of  N(t)  , 
i.e.,  the  total  loan  amount  with 
"Claim  Status-N"  at  time  step  (j-1). 


■^2 


is  an  integer  representing  the  minimum 
number  of  time  intervals  required  in  order 
to  establish  direct  contact  between  OE  and 
the  defaulted  student  borrowers  after  the 
purchases  of  their  loans. 
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Rate  of  Dollar  Flow  from  "Claim 

Status"  to  "Uncollectable  Status"  (P  ) 
 nu__ 

The  flow  rate  of  F     can  be  expressed 

nu 

in  a  discrete  approximation  form  as: 


where 


pj    «  h* 
nu 


i=j-n. 


/pi  +  pi  \ 
I  m^n  m^rJ 


(31) 


nu 


is  a  discrete  time  equivalent  of  F    (t) , 

nu 

i.e./  the  time  rate  of  loan  dollar  flow 
from  "Claim  Status-N"  to  "Uncollect- 
able Status-U"  at  time  step 
is  a  discrete  time  equivalent  of  h,  a 
constant  parameter  with  dimension  of 
Inverse  time* 

is  an  integer  representing  the  minimum 
number  of  time  intervals  required  in 
order  to  change  the  "Claim  Status-N" 
to  "Uncollectable  Status-U"  for  the  loans 
purchased  by  OE. 
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Rate  of  Dollar  Flow  from  "Accounts  Receivable 


Status"  to  "Collected  Status"  (P  ) 

  rs 


The  flow  rate  of  F      can  be  expressed 

rs 


in  a  discrete  approximation  form  as: 


P3    =  d' 


R^-i  -      pi  1 

i-j-T,  n'^J 


(32) 


where 


is  a  discrete  time  equivalent  of  P    (t) , 


i.e.,  the  time  rate  of  loan  dollar  flow 
from  "Accounts  Receivable  Status-R"  to 
"Collected  Status -S"  at  time  step  j. 

d'      is  a  discrete  time  equivalent  of  d,  a 
constant  parameter  with  dimension  of 
inverse  time . 

R-^"^  is  a  discrete  time  equivalent  of  R(t)  , 
i.e.,  the  total  loan  amount  with 

4 

"Accounts  Receivable  Status-R"  at  time 
step  (j-D* 

is  an  integer  representing  the  minimum 
number  of  time  intervals  required  in 

order  to  receive  payments  from  defaulted 

student  borrowers. 
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J. 


Dollar  Flow  to  "Uncollectable  Status"  due  to 


where 


Death y  Disability >  or  Bankruptcy  of  the 

Borrower  (P  ) 
 u_ 

The  dollar  flow  P^  can  be  expressed  in 
a  discrete  approximaticn  form  as: 


=  V  .  (33) 


P^     is  a  discrete  time  equivalent  of  P^Ct) , 

i.e.,  the  loan  dollar  flow  to  "Uncol- 
lectable Status-U"  due  to  death,  dis- 
ability, or  bankruptcy  of  the  borrower. 

Y«       is  a  discrete  time  equivalent  of  v ,  a 
constant  parameter  with  dimension  of 
inverse  time. 

^  is  a  discrete  time  equivalent  of  P  (t) , 
4  q 

i.e.,  the  time  rate  of  loan  dollar  flow 

in  "In-School  Status-Q"  at  time  step  (j-1) 
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2^  DETERMINATION  OF  LOAN  AMOUNTS  IN  VARIOUS  BLOCKS 

OF  THE  LOAN  FLOW  NETWORK 

In  order  to  calculate  the*  values  of  Q,  M,  N,... 
etc.  at  time  step  j  given  the  values  at  time  step  ( j-1) # 
the  equations  (11)  to  (19)  are  written  as  follows: 

For  the  Loan  Amount  in  "In-School  Status-0" 


qD  =  Qj-1  +  pj  -AtF  ^  (34) 

qg 

B.      For  the  Loan  Amount  in  "Grace  Status-G" 


G  ^«  G^""**  +At  .  f  F^     -  F^      -  F^     1  (35) 

[    qg       gm^       gm^  J 


C.     For  the  Loan  Amount  in  "Repayment  Status-M^" 


.  M^-l  +At.[  F^^^  -  f1^„]  (36) 


D.     For  the  Loan  Amount  in  "Repayment  Status-M^" 


M^  =  M^"^  4.^t.[  F^      -  F^      -        ,1  (37) 
^       ^  [    gm^       m^n  m^lj 
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For  the  Loan  ^Ttiounfc  in  "Claim  Status-N" 

+At.f  -F^    -fM  (38) 


For  the  Loan  Amount  in  "Accounts  Receivable 


Status -R" 


=  R^-^  +At.[   F^     -  fM 


(39) 


G.     For  the  Loan  Amount  in  "Collected  Status-S" 


rs 


(40) 


For  the  loan  Amount  in  "Paid  (full  or  in  part) 
Status-L" 


CUD 


mjl 


I  nuj  u 


(42) 
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Summing  the  equations  (34)  to  (42)  we  get 

(Q  +  G  +  M    +  M    +  N  +  R+  S  +  L  +  U)^ 
(Q  +  G  +  M^+M^+N  +  R  +  S  +  L  +  U  )^"^  -  (1  +  v)  (43) 

Equation  (43)  states  that  the  sum  of  the  loan 
amounts  in  all  loan  statuses  at  a  time  step  j  is  equal  to 
the  sum  of  the  loan  amounts  in  all  loan  statuses  at  the 
previous  time  step  (j-1),  plus  the  input  p^  during  the 
time  interval  increment  from  (j-l)At  to  jAt  (v  is  so  small 
that  it  can  be  ignored  for  all  practical  purposes) . 

3.  ESTIMATION  OF  PARAMETERS 

In  equations  (24)  through  (33)  there  are  several 
unknown  constant  parameters  and  several  time-delay  parameters. 
The  unknown  constant  parameters  are: 

K'  in  (24) 

a'  in  (25)  and  (26) 

c'  in  (28) 

b'  in  (29) 

e'  in  (30) 

h'  in  (31) 

d'  in  (32) 

v'  in  (33) 

IV-17 


The  constant  time-delay  parameters  are: 


^0 

in 

(24), 

where 

To 

a 

% 

L  t 

^1 

in 

(27), 

where 

At 

^2 

in 

(30), 

where 

^2 

"2 

At 

in 

(29), 

where 

a 

TI3 

At 

^4 

in 

(32), 

where 

^4 

^4 

At 

^5 

in 

(31), 

where 

^5 

^5 

At 

There  is  one  time-delay  parameter  for  loans  staying 
in  "In-Grace  Status,"  which  was  found  not  to  be  constant  and 
for  which  a  probability  function  had  to  be  found.  This 
function  is  referred  to  as  Z(t)  and  appears  in  equations 

(25)  and  (26). 

A  constant  parameter  is  estimated  by  substituting 
several  different  values  for  the  constant  into  the  equation 
and  comparing  the  results  to  the  observed  data  for  several 
years.    The  estimated  parameter  which  best  fits  the  observed 
data  is  selected  as  the  constant  to  be  used  in  solving  the 
GSLF  Loan  Flow  Model  equations. 

The  constant  parameters  are  different  for  each 
category  of  educational  institution  attended  by  student 
borrowers,  as  determined  by  type  of  ownership  and  academic 
program.    There  are  21  different  combinations  of 
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type  of  ownership  and  academic  program,  each  of  which  would 
have  its  own  data  and  therefore  its  own  value  for  each 
parameter.    However,  it  has  been  found  that  ten  of  these 
combination  groups  account  for  over  957,  of  loan  disbursements. 
Parameters  were  estimated  only  for  these  ten  groups.  What 
follows  is  a  discussion  of  how  each  of  these  parameters 
„as  estimated,  using  an  example  from  one  of  the  ten  combination 
groups.    This  is  followed  by  a  brief  discussion  of  the  time- 
delay  parameters. 

A.    Estimation  of  K'  and 

K'  is  a  fraction  which  describes  the  percentage  of  the 
amount  of  loan  dollars  in  Q  which  flows  into  G  in  any  given 
quarter.    Using  student  loan  data  from  the  FISLP  for  FY  1968 
to  FY  1973  for  students  attending  public  colleges  and 
universities,  it  was  found  that  there  was  an  approximate 
exponential  decrease  in  Q(t) ,  i.e.,  the  loan  amount  in  Q 
from  any  year  of  disbursement  decreased  exponentially  over 
the  years.    When  a  theoretical  curve  was  fitted  to  this 
data  by  using  the  least  sum  of  square  differences  between 
the  observed  data  and  calculated  values  of  Q^.  as  shown  in 
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Exhibit  IV- 1,  following  thif.  page,  the  best  value  of  the 
constant  K  was  observed  to  be  0.6.    This  theoretical  curve 
is  represented  by  the  following  equation: 

Qi  =       .  e  "  to>  (44) 


"o 


where 

Qj^    is  the  proportion  of  the  loan  amount 
that  remained  in  "In-School  Status-Q" 
at  time  t 

Qq    is  the  proportion  of  the  loan  amount 
that  remained  in  "In-School  Status-Q" 
at  time  t 

o 

K     is  the  rate  of  exponential  decay. 

Since  equations  (24)  and  (34)  are  discrete  time 
approximation  equations,  K'  which  is  a  discrete  time  equi- 
valent of  K  was  obtained  by  the  following  equation: 

-KAt 

K'  -       1-e  (45) 

The  value  of  At  =  0.25  years,  a  quarter  of  a  year, 
was  used  to  calculate  the  discrete  time  approximations.  By 
substituting  At  =  0.25  in  equation  (45),  K'  was  found  to  be 
0.56.    The  exact  computations  are  presented  in  the 
following  paragraph  and  Exhibits  IV-2,  IV-3,  and  IV-4. 
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Exhibit  IV- 2,  following  this  page,  illustrates 
the  average  percentages  of  the  total  loan  amount  dis- 
bursed in  the  first,  second,  third,  and  fourth  quarters 

of  any  fiscal  year.    These  values  were  used  to  get  P^, 

2      3  tx 
P  ,  P  ,  and  P    in  equation  (34).    By  substituting 

different  values  of  K'  and       into  equation  (44), 
different  fractions  of  the  loan  amount  remaining  in  the 
"In-School  Status-Q"  were  computed.    These  fractions 
were  then  compared  to  the  observed  data  for  public 
colleges  and  universities,  and  the  comparison  is  pre- 
sented in  Exhibit  IV-3,  following  Exhibit  IV-2.  The 
best  fit  to  the  observed  data  was  found  to  be  K'=0.5 
and  T^=0.75  (or  three  quarters  of  a  fiscal  year). 

Exhibit  IV-4,  following  Exhibit  IV-3,  plots  the 
curves  of  the  observed  values  and  the  predicted  values 
of  Q  so  that  the  two  curves  may  be  compared. 

The  same  procedure  can  be  followed  to  determine  K' 
and  Tq  for  loans  of  students  attending  different  types  of 
institution  as  defined  by  the  combination  of  type  of 
ownership  and  academic  program. 
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EXHIBIT  IV-2      AVERAGE  QUARTERLY  DISBURSEMENTS 
OP  THE  TOTAL  LOAN  AMOUNT  DISBURSED  IN  ANY  FISCAL 
LOAN  YEAR  FOR  PUBLIC  -  COLLEGES  AND  UNIVERSITIES 

(FISLP) 


100  . 


12  3 

Fiscal  Loan  Year  Quarters 


Percent  in  Quarter  I 
Percent  in  Quarter  II 
Percent  in  Quarter  m 
Percent  in  Quarter  iv 


July  1  to  September  30 
October  1  to  December  31 
January  1  to  March  31 
April  1  to  June  30 
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EXHIBIT  ZV-3 

CALCULATIONS  USING  DISCRETE  TIME  APPROXIMATION ' FOR  FRACTION  OP  TOTAL 

LOAN  AMOUNT  IN  "IN  SaiOOL  STATUS" 

^  Z  F     -  At.K'  Q  "  .  ^    pi  Observed  Value  Of 

L         l-J-3  J  J 
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B.       DETERMINATION  OF  Z(t) 

After  the  student  borrowers  leave  school,  a  certain 
period  of  time  (approximately  1  year)  is  granted  to  them 
before  they  must  start  repaying  their  loans.    This  time 
period  is  called  "Grace  Period,"  at  the  end  of  which  the 
loans  mature.    The  observed  data  revealed  that  a  constant 
time  delay  of  one  year  did  not  adequately  represent  the 
process  of  maturing.    This  is  due  to  two  main  reasons: 

deferment  status  granted  to  some  loans  and; 
the  delay  in  reporting  of  conversions  by  lenders; 
and  hence  a  probability  distribution  Z(t)  was  obtained 
empirically  to  match  the  observed  data  and  to  simulate  the 
effect  of  the  "Grace  Period." 

Z(t)  represents  a  probability  distribution  of  the  loan 
flow  that  is  ready  to  leave  "Grace  Status"  at  any  time  step 
j  since  it  entered  into  "Grace  Status."    Essentially,  Z(t) 
describes  a  pattern  in  which  a  flow  of  loan  amount  exits 
"Grace  Status"  over  a  period  of  time  once  it  entered 
"Grace  Status."  « 

The  student  loans  are  considered  to  have  matured  at 
the  end  of  the  "Grace  Period."    Observed  data  on  the 
Federal  Insured  Student  Loan  Program  (FISLP)  of  the  GSLP 
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was  used  to  compute  the  cumulative  loan  amount  which 
entered  into  and  exited  from  "Grace  Status"  at  different 
time  steps. 

As  of  June  30,  1973,  for  the  PISLP  student  bor- 
rowers attending  public  colleges  and  universities,  the 
matured  loan  amount  as  a  percentage  of  total  loan  amount 
disbursed  for  the  Fiscal  Years  1968  through  1973  was 
as  follows: 


Fiscal  Year 

Matured  Percentage  of 
Total  Loan  Amount''' 

1968 

62.53 

1969 

61.57 

1970 

55.07 

1971 

45.34 

1972 

26.96 

1973 

4.92 

1974 

NA 

Refer  Chapter  V. 
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Assuming  that  the  loans  disbursed  in  different 
fiscal  years  follow  the  same  pattern  of  maturation,  this 
observed  data  could  be  interpreted  as  the  matured 
percentage  of  total  loan  amount  at  die  end  of: 


Years  After 
Fiscal  Loan 

the 
Years 

Matured  Percentage 
of  Total  Loan  Amount 

1 

NA 

2 

4.92 

3 

26.96 

a 

45.34 

5 

55.07 

6 

61.57 

7 

62.53 

Since  the  cumulative  flow  of  loan  amount  exiting 
from  the  "Grace  Status"  represents  matured  loan  amount, 
the  above  matured  percentages  are  represented!  in 
mathematical  terms  as  follows: 

y  (p  +  F  )  At 

gmj  gm^ 

1  »  1 

Matured  Percentage  of 

Total  Loan  Amount       =   — — —  (46) 

i  «  j 

i  =  1 
IV-2  8 


Substituting  the  six  years'  observed  values  of 
Matured  Percentage  of  Total  Loan  Amount  in  equation  (46)  , 
cumulative  flows  of  loan  amount  exiting  from  the  "Grace 


referred  to  are  for  PISLP  student  borrowers  attending 
public  colleges  and  universities.    For  other  programs 
and  ownership  categories,  corresponding  values  should  be 
used.    Also,  it  was  assumed  that  the  lo,ans  of  college 
and  university  students  mature  in  12  years  from  the  beginning 
of  the  fiscal  year  in  which  a  loan  is  disbursed.     To  esti- 
mate the  values  of  matured  percentage  of  total  loan 
amount  for  the  future  period,  a  curve  was  fitted  to  the 
observed  six  years  data.    This  curve  was  extrapolated  to 
achieve  100%  maturation  in  12  years. ^ 


Status"  were  obtained.    Note  that  the  observed  vafues 


1 

fitting. 


Refer  to  Chapter  V  for  the  technique  used  in  curve 
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Exhibit  IV- 5  illustrates  the  plot  of  ciimulative 
loan  amount  as  a  percentage  of  total  loan  amount  entered 
into  and  exited  from  "Grace  Status,"  for  FISLP  student 
borrowers  attending  public  colleges  and  universities. 

The  probability  distribution  2(t)  relates  these 
flows  into  and  out  of  "Grace  Status"  in  such  a  way  that 
it  simulates  the  time  lag  due  to  the  "Grace  Period"  and 
the  deferments  granted  to  the  borrowers.    The  function  Z(t) 
shows  the  probability  over  time  with  which  loan  amounts 
leave  "Grace  Status." 

A  concept  of  fractional  flows  was  used  in  developing 
a  probability  Z(t)  function.    This  concept  assumes  that  the 
flow  of  loan  amount  ^qg(t)  which  entered  into  "Grace  Status" 
at  a  time  t,  exits  "Grace  Status  in  small  fractions  over  a 
period  of  time.    To  keep  the  loan  flow  model  simple,  those 
fractions  were  assumed  to  be  constant  with  respect  to  time. 
However,  the  analysis  of  the  observed  loan  volumes  in  "Grace 
Status"  indicated  that  these  fractions  were  not  constant 
with  respect  to  time.    Exhibit  IV- 6,  following  Exhibit  IV- 5, 
illustrates  Z(t)  function  developed  by  a  trial  and  error 
method  to  represent  the  observed  data  in  "Grace  Status." 
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C»         Estimation  of  a' 


The  branching  fraction  (a')  represents  a  portion  of 
the  loan  amount  which  has  matured  and  is  entering  "Repayment 
Status  M2"  from  "Grace  Status", 


Repayment 


The  remaining  fraction  (1-a')  of  the  maturing  loan 
amount  enters  "Repayment  Status-M^^",  but  after  two  quarters 
enters  "Claim  Status-N". 

What  follows  is  an  example  showing  how  the  fraction 
(a')  was  computed  by  analyzing  default  claim  payment  data  of 
FISLP  student  borrowers  who  attended  Public  Colleges  and 
Universities,    The  ratios  of  numbers  of  loans  entering  into 
full  defualt  to  the  number  entering  into  partial  default, 
were  obtained  from  the  analysis  of  default  claim 
payment  data  as  of  June  30,  1973.    These  ratios  were: 
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For  Loans  Disbursed  in  FY 


Ratios  Observed  at 
the  End  of  FY  1973 


1968 
1969 
1970 
1971 
1972 
1973 


2.08 
2.63 
4.01 
7.09 
10.65 
NA 


1 
1 
1 
1 
1 


Let  us  denote  this  ratio  by  W 

•  * 

1  =  J 


i  a  1 


1  =  J 
i  =  1 


(47) 


Those  ratios  could  be  interpreted  as  the  ratios  of 


Years^ 

W 

1 

NA 

2 

10.65 

3 

7.09 

4 

4.01 

5 

2.63 

6 

2.081 

1 
1 
1 
1 
1 


I.    The  years  are  from  the  beginning  of  Fiscal  Loan  Year 


Exhibit  IV-  7, following  this  page,  shows  the  plot  of 
the  ratios  and  a  smooth    extrapolation  of  the  observed  trend. 

The  observed  values^  for  the  percentage  of  matured 
loans  which  entered  into  default  status  are  as  follows: 


Years 
1 
2 
3 
4 
5 
6 


Default  Percentage  of 
the  Matured  Amount 

0.32 

1.79 

4.71 

7.74 

9.52 

10.49 


Now 


,  in  terms  of  the  flow  model,  the  sum  of  F^^^^ 


and  F  constitutes  defaulted  loan  amount  and  the  simi  of 
F       and  F        constitutes  matured  loan  amount.  Thus: 


Default  Percentage  of  _ 
Matured  Amount 


i«l 


m^n 


+  F^ 


m2n 


+  F 


A  t 


X  100  (48) 


A  t 


1.    FIPLP  Student  Loans  of  Public  Colleges  and  Universities. 
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EXHIBIT  IV- 7        CURVE  FOR  THE  RATIOS  OF 
NUMBER  OF  FULL  DEFAULT  TO  PARTIAL  DEFAULT 


Let  us  denote  the  left  hand  side  of  equat5.on  (48) 
by  D,    Then  substituting  equations  (24)  and  (25)  into 
equation  (48)  we  get: 


j 

i^l 


m^n 


J  ] 

L 

i-1 

1 


g^i 


fl  +  a' 
1^' 


X  100 


100 


giving 


1  -  (  D_  )tj 

Wr  ^  (49) 
a     =   TTIT  
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Substituing  the  observed  values  of  D  and  W  into 
equation  (49),  we  get  the  following  value  of  a' : 


Years  from  the  Beginning 

of  Fiscal  Loan  Year  a' 

1  NA 

2  .989 

3  .960 

4  .937 

5  .930 

6  .930 


Exhibit  IV-8,  following  this  page,  represents  a 
plot  of  a'  for  the  first  6  ytars  of  observed  data  and 
an  extrapolation  by  a  smooth  curve  for  future  years. 

It  is  observed  that  the  variation  in  the  values  of 
a'  with  time  is  very  small.    Therefore,  an  average  value 
of  0.95  was  used  in  the  model  computation. 
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EXHIBIT  IV-  8    FRACTION  OF  THE  MATURED  LOAN 
AMOUNT  ENTERING  "REPAYMENT  STATUS" 


0   Observed  Values 
A  Extrapolated  Vali 
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D.      Estimation  of  c',  b',  e' ,  h'.  d' .  v' 


The  estimation  of  the  remaining  unknown  constant 
parameters,  c',  b',  e',  h',d',  andv',  was  made  in  a 
similar  manner  to  the  estimation  of  K'  and  a' .    By  fitting 
observed  data  with  predicted  data  obtained  from  several 
possible  values  for  the  parameters ,  the  best  values  for 
these  parameters  were  estimated. 

R.     Values  of  T^,         T3,  T^,  and 

Value  of  T-^,    Equation  (4)  represents  the  time  rate  of 
loan  dollar  flow  from  "Repayment  Status"  to  "Claim  Status".  In 
this  equation  T^^  represents  the  minimimi  time  a  100%  defaulted 
loan  will  stay  in  the  "Repayment  Status"  before  moving  on  to 
the  "Claim  Status."    Analysis  of  the  available  data 
indicates  that  it  takes  two  quarters  to  discover  and  process 
loans  that  default  100%,  therefore 

T^a  0.5  years 

and 

n,  *  2  in  equation  (27) . 
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Value  of  Equation  (7)  represents  the  time  rate 

of  loan  dollar  flow  from  •'Claim  Status"  to  "Accounts 
Receivable  Status."    In  this  equation  T2  represents  the 
minimum  time  required  for  the  Office  of  Education  to  make 
direct  collection  effort  on  purchased  loans  (default  claims) . 
The  analysis  of  the  available  data  from  the  claims  and 
collection  file  indicates  that 

T2  zif  0.5  years 

and  therefore 

n2  =  2  in  equation  (30) . 

Value  of  T^.    Equation  (6)  represents  the  time  rate 
of  loan  dollar  flow  from  "Repayment  Status"  to  "Paid  (full 
or  in  part)  Status".     In  this  equation       represents  the 
minimum  time  it  takes  a  loan  to  change  from  "Repayment 
Status"  to  "Paid  Status".    The  analysis  of  the  available 
data  indicates  this  time  delay  is  approximately  6  months  or 

T^     0.5  years 
^3  «  2  in  equation  (29). 


and 
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Value  of  T^.    Equation  (10)  represents  the  time  rate 
of  loan  dollar  flow  from  "Accounts  Receivable  Status"  to 
"Collected  Status".    In  this  equation       is  assumed  to  be 
the  minimum  time  taken  in  reactivating  a  defaulted  loan. 
Thus       represents  the  duration  of  time  after  the  Office 
of  Education  has  made  a  direct  contest  with  the  defaulted 
borrower  and  arranged  a  more  agreeable  repayment  schedule. 
The  analysis  of  the  available  data  indicates  that  T^  is 
approximately  1  year.  Hence, 

T^  ^  1  year 

and 

Ti^  =  4  in  equation  (32)  . 

Value  of  Tj.    Equation  (8)  represents  the  time  rate 
of  loan  dollar  flow  from  "Claim  Status"  to  "Uncollectable 
Status."    In  this  equation  T^  represents  the  minimum  time 
it  takes  a  loan  to  change  from  "Claim  Status"  to 
"Uncollectable  Status."    The  statute  of  limitations  has 
been  set  by  law  at  six  years.    If  six  years  goes  by  with 
no  communication  whatsoever  from  a  defaulted  borrower,  the 
loan  will  automatically  move  from  "Claim  Status"  to 
"Uncollectable  Status"  and  all  collection  proceedings  will 
cease  permanently. 


o 

ERIC 


Thus 


=  6  years 

and 

24  in  equation  (31) . 

Chapter  IV  has  described  the  discrete  time  approximation 
method  by  which  the  equations  of  the  GSLP  Loan  Flow 
Model  were  solved.    It  has  also  described  how  the  unknown 
constant  parameters  and  time-delay  parameters  in  the 
discrete  time  approy'.mation  equations  were  estimated. 
Appendix  A  provides  an  illustration  of  the  numerical 
solutions  of  these  equations. 
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CHAPTER  V 


SIMPLEX  MODEL  FOR  ESTIMATING  CUMULATIVE  DEFAULT 
CLAIM  PAYMENTS  BY  FISCAL  YEAR 


CHAPTER  V 


SIMPLEX  MODEL  FOR  ESTIMATING  CUMULATIVE  DEFAULT 
CLAIM  PAYMENTS  BY  FISCAL  YEAR 

The  tables  produced  by  the  Loan  Flow  Model  can  be 
used  to  compute  default  claim  payments,  interest  benefit 
payments,  and  special  allowance  payments  for  any  given  quarter 
(see  Appendix).    However,  these  tables  are  too  detailed  for 
computing  cumulative  default  claim  payments  by  fiscal  year. 
Since  this  is  the  major  expenditure  by  OE  for  its  GSLP 
liabilities,  a  Simplex  Model  was  developed  to  provide  a 
streamlined  method  for  making  these  cumulative  computations 
and  estimates. 

The  Simplex  Model  can  be  used  for  planning  purposes, 
since  it  enables  OE  management  to  estimate  what  future  GSLP 
default  claim  payments  will  be.    It  can  also  be  used  to 
estimate  the  effects  of  alternative  policy  decisions  on 
default  claim    payments.    By  simulating  future  loan  behavior 
patterns  based  on  certain  assumptions,  the  Simplex  Model  can 
estimate  how  default  claim    paymenf^  will  be  affected  if  some 
of  these  assumptions  are  changed.    For  example,  by  using  the 
Simplex  Model  a  decision  maker  might  estimate  that  by  making 


certain  changes  in  the  GSLP  policies,  he  could  reduce  default 
claim  payments  by  $100  million.    To  make  the  policy  changes 
might  require  an  expenditure  of  $20  million,  but  this  would 
still  mean  a  net  gain  of  $80  million. 

Similarly  the  Simplex  Model  can  be  used  to  estimate 
the  effect  of  shifts  in  the  composition  of  loan  amounts  to 
students  attending  the  major  institution  types.    For  example, 
today  approximately  507o  of  the  total  loan  amount  goes  to 
students  attending  specialized  and  vocational  schools.    If  in 
a  few  years  this  percentage  rose  to  757o,  this  would  affect 
default  claim  payments  since  each  major  institution  type  has 
its  own  loan  behavior  patterns.    The  Simplex  Model  could  be 
used  to  estimate  how  default  claim  payments  would  be  affected. 

1.    GENERAL  DISCUSSION  OF  THE  SIMPLEX  MODEL 

The  basic  assumption  of  the  Simplex  Model  is  that  the 
maturation  rate  of  loans  is  the  primary  factor  in  determining 
the  default  rate.    Thus  to  estimate  default  claim  payments 
by  fiscal  year,  it  is  necessary  to  know  both  the  percentage 
of  the  original  loan  amount  that  will  mature  in  a  given  fiscal 
year  and  the  portion  of  those  matured  loans  that  will  result 
in  default  claims. 


It  was  found  Yy  a  trial  and  error  procedure  that  essentially 
all  loans  made  to  students  attending  colleges,  universities,  and 
junior  colleges  and  institutes  can  be  expected  to  mature  within 
12  years  from  the  beginning  of  the  fiscal  year  of  disbursement. 
Similarly,  it  was  found  that  essentially  all  loans  to  students 
attending  specialized  and  vocational  schools  can  be  expected 
to  mature  within  8  years  from  the  beginning  of  the  fiscal  year 
of  disbursement. 

Cumulative  maturation  rates  were  determined  for  each 
year  of  these  12  and  8  year  loan  life.        These  were  determined 
separately  for  each  of  the  main  school  type  categories. 
The  maturation  rates  for  the  early  years  of  the  life  of 
loans  were  derived  from  observed  data.    By  an  approximation 
procedure  a  mathematical  curve  was  fitted  to  these  observed 
data  and  then  extrapolated  to  the  later  years  of  the  loan 
life    for  which  there  are  no  observed  data  as  of  yet.    It  was 
found  th.?*-  the  curve  is  an  exponential  function  for  the  first 
few  years  and  is  assumed  to  be  a  linear  function  as  it  moves 
towards  the  end  of  the  loan  life. 

An  illustration  of  the  cumulative  maturation  rates  for 
public  colleges  and  universities  is  presented  in  Exhibit  V-1, 
following  this  page.    Here  we  see  that  during  the  original  year 
year  of  disbursement,  a  negligible  percentage  of  the  original 
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Years 
Aftsr 

Loan  Amount 
In  Thousands 

Matured  Percent 
To  Total  Amount 

1968 

5 

26,367 

56.18 

1969 

4 

95,958 

51.65 

1970 

3 

137,535 

42.39 

1971 

2 

176,804 

29.49 

1972 

1 

225,410 

10.24 

1973 

0 

206,886* 

Cumulative  Total 

868,960 

24.04 

*  Estimated  value 


loan  amount  will  reach  maturity.     By  the  end  of  the  first  year 
after  the  year  of  disbursement,  10.24%  of  the  original  disburse- 
ment can  be  expected  to  have  reached  maturity.     By  the  end  of 
the  second  year  after  the  year  of  disbursement,  29.49%  of  the 
original  disbursement  can  be  expected  to  have  reached  maturity. 
This  figure  includes  the  10.24%  that  reached  maturity  during 
the  previous  year.     Cumulative  maturation  rates  were  derived 
for  each  year  of  the  program  operation.     By  the  end  of  the  fifth 
year  after  the  year  of  disbursement,  a  total  of  56.18%  of  the 
original  loan  disbursement  can  be  expected  to  have  reached 
maturity. 

It  was  found  that  the  cumulative  maturation  rate  was  approxi- 
rhately  constant  for  each  specific  year  of  the  life  of  a  loan 
for  a  given  school  type.    Thus  the  same  maturation  rate  can 
be  expected  two  years  after  the  year  of  disbursement,  no  matter 
what  year  the  loan  was  disbursed.    Two  exceptions  were  found. 
Data  for  FY  1968  for  loans  to  students  attending  colleges, 
universities,  and  junior  colleges  and  institutes,  and  data  for 
FY  1969  for  loans  to  students  attending  specialized  and  vocational 
schools,  do  not  follow  the  expected  patterns.    This  is  because 
the  GSLP  was  not  fully  operational  until  FY  1969  and  the  program 
was  changed  in  FY  1969  as  far  as  participation  of  specialized 


and  vocational  schools  were  concerned.    Data  for  these  years 
was  used  with  lesser  weight  factors  during  the  process  of 
developing  the  maturation  curves. 

Once  the  maturation  curve  has  been  developed  and  the 
maturation  rates  have  been  computed  for  each  year  of  the 
loan  life,    the  next  stage  is  to  compute  what  percentage 
of  the  cumulative  matured  amount  will  go  into  default  claims 
each  year.    These  default  rates  were  derived  in  the  same 
„.anner  as  the  maturation  rates.    By  looking  at  observed  data, 
approximately  constant  rates  were  found  for  each  year  of  the 
first  few  years  of  the  life  of  loans.      An  approximate 
mathematical  curve  was  fitted  to  the  observed  rates  and  then 
extrapolated  to  predict  rates  for  the  later  years  of  the  loan 
life    for  which  there  are  no  observed  data  as  of  yet. 
The  default  rate  curve  was  found  to  be  an  exponential  function 
for  the  first  few  years  and  is  assumed  to  be  a  linear  function 
as  it  moves  towards  the  end  of  the  loan  life. 


This  discussion  first  presents  the  development  of 
theoretical  curves  and  equations  for  the  maturation  trends 
and  default  claims  trends.    It  then  describes  the  computer 
procedure  used  to  fit  an  algebraic  curve  to  the  observed  data. 


A.    Theoretical  Development  of  Maturation  Curves 
and  Equations. 

Exhibit  V-2     illustrates  a  theoretical  maturation 
curve  that  summarizes  the  assumptions  as  to  how  the 
matured  percentage  of  total  loan  amount ,   (M) ,  behaves 
over  time,  (t) .    The  period  of  time,  (t) ,  considered, 
is  1  to  12  years  from  the  beginning  of  the  Fiscal  Loan  Year, 
i.e.,  the  Fiscal  Year  in  which  a  loan  was  disbursed. 
This  time  period  (t)  is  divided  into  three  segments; 
t^,         and  t^.    Note  that  the  curve  has  an  exponential 
form  from  0  to       and  then  assumes  a  linear  form. 

For  the  period  of  years  0  through  t^,  a  matur- 
ation curve  follows  an  observed  trend  for  Fiscal  Loan 
Years  1969  through  1973.    Thus,  at  t  =  1,  the  value 
of  M  will  be  that  observed  for  fiscal  year  1973; 
at  t  =  2,  3,  4,  5  the  values  of  M  will  be  those  ob- 
served for  fiscal  years  1972,  1971,  1970  and  1969, 
respectively. 

M  as  a  function  of   (t) ,  is  represented  by  an  ex- 
ponential curve. 

2 

M(t)  =  Mj^  +  (100-Mj^)     (1-e  ^^"^1^)  (1) 

when  t-^<:  t  <  and 
where  M,  =  MCt, ) . 


EXHIBIT  V-2 
THEORETICAL  MATURATION  CURVE 
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The  constant  Xi  is  estimated  from  the  available 
data  for  the  yew^rs  1  to  t^^. 

For  the  period  of  years  between  t^  and  t2,  the 
percentage  of  the  unmatured  loans  that  mature  in  any 

2 

given  future  fiscal  year  is  arsumed  to  be  a  constant  Xj. 

For  the  period  of  years  between  t2  and  t^,  the 
matured  percentage  of • total  loan  amount  is  assumed 
to  be  a  linear  extrapolation  of  the  curve  at 
That  is,  the  matured  percentage  of  total  loan  amount 
is  assumed  to  change  linearly  between  t2  and  t^, 
at  the  same  rate  as  was  computed  at  t2.    Thus,  M  as 
function  of  t,  takes  the  form: 


M(t)  =  M2  + 


t-t2 


(IOO-M2).  (2) 


when  t2  ^  t  <  t^  and 

where  M2  =  ^(^2^  ' 

For  the  suudent  loans  of  colleges,  universities, 
junior  colleges  and  institutes,  the  value  of  t^  is 
assumed  to  be  12  years  from  the  beginning  of  the  fiscal 
loan  year  in  which  loans  were  disbursed.  Similarly, 
t^  is  assumed  to  be  8  years  for  the  loans  of  students 
attending  specialized  and  vocational  schools. 
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COMPUTATION  FOR  t 


The  value  of  t2  is  computed  as  follows: 

Between  t^^  and        M  as  a  function  of  t,  has  the 


form: 


M(t)  =       +  (100-Mj^)     (1-e  "^^  ^^"^P) 


(3) 


when  t^<  t  i  t2  and 
where  M^^  =  M(tj^)  . 


Between  t2  and  t^,  M  as  a  function  of  t  has  the 


form: 


M(t)  -  M2  + 


(IOO-M2) 


(4) 


when  t«^  t<  t^  and 


where  M2  =  M(t2) 


As  t  approaches  t2  from  below,  the  slope  of  M(t)  is 


dM^t) 


t2    -  Xi     (lOO-Mj^)e    "  ^^2"^P 
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As  t  approaches  t2  from  above,  the  slope  of  M(t)  is: 


dM(t) 


tito  = 


IOO-M2 
^3  "^2 


(6) 


Since  M(t)  is  a  continuous  curve  at  t2,  these  two 
slopes  must  be  the  same.     By  equating  (5)  and  (6), 


Ai  (lOO-Mj^)e 


"t3-t2 


since  at  t2  equation  (3)  yields 


(lOO-Mj^)  e 


2  1 
Therefore,  Xi  _ 


or  t2  =  t3- 


1 

—z 


(7) 
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B.    Theoretical  Development  of  Default  Claims  Curves 
and  Equations . 

Exhibit  V-3,  following  this  page,  presents  a  default  curve 
and  illustrates  how  the  default  percentage  of  matured  loan  amount, 
D,  behaves  as  a  function  of  matured  percentage  of  total  loan 
amount,  M. 

The  observed  values  of  default  percentage  of 
matured  loan  amount,  D,  are  used  for  the  values  of  M 
between  0  and  Mj^,  where  Vl^  «=  M(tj^)  ,  as  defined  earlier. 

D  is  assumed  to  be  a  linear  function  of  M  for 
the  value  of  M  between  M^^  and  M^.    That  is, 

D(M)  =  (D^/M^)  M  (8) 

when    Mj^<  M<  M3 

Most  of  .the  curves  of  D  versus  M  that  were  studied 
suggest  that       should  be  approximately  60%. 

D  is  assumed  to  increase  by  a  further  10%  of  D^ 
for  the  values  of  M  between       and  100  percent.  To 
obtain  a  smooth  curve  for  D  when  M  is  greater  than 
M^,  a  simple  geometric  pattern  is  assumed  for  further 
increases  in  D.    That  is,  if  M  is  equal  to       in  a 
given  fiscal  year,  increases  in  D  will  be  (0.05)  D^ 
in  the  next  year,  and  (0.025)02  in  the  following  year 
and  will  continue  until  a  maximum  of  (0.1)0^  is  reached. 
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EXHIBIT  V-3 
THEORETICAL  DEFAULT  CURVE 


Matured  Percentage  of  Total  Loan  Amount 

(M) 
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C .    CorAputej  Procerur^  for  Developing  Maturation 
and  Default  Curves 

1.     Curve  Fitcir.h^ 

It  is  necessary  co  fit  an  algebraic  function  to 
the  observed  relationship  betweer  the  following  variables: 

.    Matured  Percencage  to  Total  Loan  Amount,  (M) 
Default  claim  percentage  to  matured  amount,  (D) 
Number  of  Years . 

'xiTF/L,  the  matured  percentage  to  total  loan  amount, 
(X) .  was  plotced  by  elapsea  time  in  years.     It  was 
observed  that  this  follows  an  exponential  pattern.  Simi- 
larly, default  claim  percentage  of  matured  amount, (D) 
was  plotted  by  elapsed  ti:.ie  in  years. 

Tne  following  methoco^ogy  was  used  to  develop 
uiaturacion  and  default  curves. 

Lee  M^  be  the  observea  matured  percentage  of  total 
loan  amount  and  D^  be  the  default  percentage  of 
a^a cured  amount.     For  Fiscal.  Loan  Year  1973,  i=l,  and 
ior  Fiscal  Loan  Year  1972,  i=2,  and  so  on. 


o 
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The  time,  t,  is  assumfed  to  be  0  at  the  begin- 
ning of  the  Fiscal  Year  in  which  :\  loan  is  disbursed  and 
1  at  the  end  of  that  Fiscal  Year. 

Let  M(t)  be  the  objective  function  that  represents 
the  maturation  curve  over  time  period  (t) .    The  data 
analysis  indicated  that  M(t)  approximates  the  following 
functional  form: 


M(t)  = 


0 

2  2 

100  {1-e 

100  +  f^-)  (100)  e 

100 


for  0-  t-  (Si 

2    <  < 

for  6i  -t  -  ta 

2  2 

-Ai (t2-6i)      for  t  It-  t 

2  3 


for  tg  1  t 


2  2 

whare  t^  =  max    {1  +  6i    ,  tg     -  l/Xi) 

2 

Ai     is  the  maturation  rate  of  the- unmatured  loans 

2 

6i     is  the  duration  of  time  after  the  beginning  of  the 
Fiscal  Loan  Year,  when  the  maturation  starts. 


M(t  )  =  100  percent 

3 
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After  the  matured  curve  M(t)  has  been  estimated, 
it  is  used  to  estimate  the  curve  D(t)  that  represents 
the  default  percentage  of  mature  loan  amounts. 

It  is  assumed  that  given  the  M(t) ,  the  D(t) 
curve  has  the  following  form: 


r  0 


for    0-     t  -  <5i   +  6 


D(t)  =j 


2 

12. 


M(t-5-;) 


iM(t) 


for 


2  2 

5i  +  62 


(10) 


2 

where  A^is  the  eventual  default  percentage  of  matured 

loan  amounts  when  all  the  loans   have  matured,  and 
2 

6 J,     is  the  time  lag  from  the  time  a  repayment 
process  starts  to  the  time  that  the  loan  statuses 
are  changed  to  default  claims . 

2 .    Optimization  Procedure  -  Simplex  Search 

Gradient  based    random  optimization--a  widely 
used  method  as  a  last  resort --is  an  extremely  sound  but 
often  inefficient  optimization  procedure.  Simplex 
Search--as  discussed  by  Wilde,  Kowalik  and  others--is  a 
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very  efficient,  non-gradient  optimization  search 

procedure  for  the  minimization  of  a  function  subject 

to  bounds  and  nonlinear  constraints.    Because  it  is  a 

search  procedure  it  places  no  restriction  on  the 

continuity,  smoothness,  or  shape  of  the  functions 

involved.    Also  it  is  less  likely  to  get  stagnated  at 

a  local  optimum  or  to  be  confused  by  an  occasional 

error  in  the  evaluation  of  the  functions  involved. 

The  Simplex  Search  method  for  non-linear  least  square 

fitting  was  originally  developed  by,  Spendley,  Hext  and 

Himsworth^.     It  was  extended  by  Nelder  and  Mead^. 
3 

Spendley    developed  a  quadratic  approximation  pro- 
cedure based  on  the  theory  of  generalized  least  square. 
He  proposed  ^hat  a  quadratic  approximation  be 
attempted  N  sums  of  squares  evaluations  where  W  is 
somewhat  an  arbitrary  number.    This  procedure  is  fruit- 
ful if  the  response  surface  of  the  region  of  the  attempt 
happens  to  be  quadratic  or  approximately  quadratic,  but, 
otherwise,  the  attempt  may  entail  a  substantial  amount 
of  fruitless  computations. 

^  Spendley,  N. ,  Hext,  G.R. ,  and  Himsworth,  F.R. , 
Sequential  Application  of  Simplex  Design  in  Optimization 
and  Evolutionary  Operations,"  Technometrics .  Vol,  4,  November. 
1962,  pp.  441-459. 

2 

Nelder,  J.  A.,  and  Mead,  R. ,  "A  Simplex  Method  for 
Function  Minimization,"  The  Computer  Journal  7  (1965),  p. 308. 
3 

Spendley,  W.  ,  "Nonlinesr  Least  Squares  Fittings  Using 
a  Modified  Simplex  Minimization  Method,"  Optimization. 
Chapter  16,  edited  by  R.  Fletcher,  Academic  Press,  1969. 
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Fromovitz    developed  a  quadratic  approximation 
which  continuously  monitors  the  response  surface  only 
when  the  response  surface  in  the  region  of  current 
search  appears  to  be  quadratic.    The  unique  feature 
of  this  method  is  that  it  monitors  the  response  surface 
as  an  integral  part  of  the  Simplex  Search  and,  therefore, 
doet  not  require  additional  computations.    Thus,  it 
takes  the  advantage  of  quadracity  if  it  exists,  and  at 
the  same  time  remains  effective  even  if  such  quadracity 
does  not  exist. 

3 .     Development  of  Maturation  and  Default  Curves  by 
Using  Simplex  Search  Optimization  Procedure 

An  algorithm  for  nonlinear  curve  fitting, 
the  Simplex  Search  Optimization  Procedure, 
is  used  to  find  the  optimal  values  of  the  parameters 

2 

and  6^  by  mini.mizing  the  function  F(Xj,6j),  where 

F(xi,6i)    =    i^i^^i  -  M  (t.)}     •  Wj^(tj_),  and  (11) 
where  Wj^(t^)  is  a  weight  function  that  the  procedure 
uses  to  place  less  emphasis  on  the  part  of  the 
available  data  that  is  unreliable  and  inconsistent 
with  the  changes  in  data. 


Fromovitz,  S. ,  and  Kim,  C. ,  "An  Algorithm  for  Nonlinear 
Curve  Fittiiig,"  paper ' presented  at  8th  International  Symposium 
on  Mathematical  Programming  at  Stanford  University,  Stanford, 
California,  August  27-31,  1973. 
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This  optimization  procedure  estimates  A    -  the 

2 

maturation  rate,  and  6^  -  the  time  at  which  the  matura- 
tion process  begins  by  minimizing  the  differences  between 
the  observed  matured  percent       and  the  estimated  matured 
percent  M(t^) . 

The  Simplex  Search  optimization  ji^rocedure  is 

/ 

vhen  used  to  find  optimal  values  of  the  parameters 

2  2 

X,      and  6^    by  minimizing  the  function  FCX^  )» 
where 

6 

F(X2.62)  =1      {  D .  -  D(t.)  }  .         (t.).  and  (12) 
i=l         ^  1  L»  1 

where  Wp(t^)  is  a  weight  function  that,  allows  the 
procedure  to  place  less  emphasis  on  unreliable 
and  inconsistent  data  points. 

This  procedure  estimates  the  maximum  default 

2 

percentage  of  matured  loan  amount,  X^,  and  the  time  lag 

in  loan  status  changes  from  matured  (Repayment)  to 
2 

default,  6^,  by  minimizing  the  differences  between  the 
observed  default  to  matured  percent,  D^,  and  the 
estimated  default  percent,  D(t.). 
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CHAPTER  VI 

RELIABILITY  AND  ADAPTABILITY  OF 
THE  GSLP  LOAN  ESTIMATION  MODEL 


CHAPTER  VI 


RELIABILITY  AND  ADAPTABILITY  OF  THE  GSLP  LOAN  ESTIMATION  MODEL 

Chapter  VI  discusses  the  reliability  and  adaptability  of 
the  GSLP  Loan  Estimation  Model,  with  particular  reference  to 
how  it  can  be  used  in  the  future     The  problem  of  making 
long-range  estimates  is  discussed.    This  is  followed  by  a 

* 

discussion  of  the  range  of  reliability  of  the  model  for 
short-term  estimates.    The  chapter  concludes  with  a  discussion 
of  how  the  GSLP  Loan  Estimation  Model  can  be  updated  as  new 
data  becomes  available,  or  modified  as  changes  in  law,  etc. 
occur.     By  these  means  the  reliability  of  the  GSLP  Loan 
Estimation  Model  can  be  maintained  and  improved. 

1.     LONG-RANGE  ESTIMATES 

To  make  accurate  estimates  of  Federal  liabilities  using 
the  GSLP  Loan  Estimation  Model,  the  total  disbursement  for 
each  fiscal  year  must  be  known.    This  presents  a  problem  when 
making  long-range  estimates,  since  the  disbursements  for  future 
years  will  not  be  known.    In  these  cases  the  total  disbursement 
for  each  future  fiscal  year  must  be  estimated.    The  assumed 
loan  amount  for  these  years  can  then  be  put  into  the  computer 
and  the  estimates  of  Federal  liabilities  can  be  made. 
The  reliability  of  the  results  will  depend  on  the  accuracy 
of  the  estimates  of  the  future  loan  amounts.    A  computer 
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program  has  been  developed  and  has  been  tested  which  will 
enable  an  analyst  to  make  long-range  estimates  with  ease. 
For  example,  suppose  it  is  desired  to  estimate  Federal 
liabilities  for  FY  1980.    The  loan  amount  disbursed  is  known 
for  Fiscal  Years  1968  through  1974.     Estimates  will  have 
to  be  made  for  the  loan  amounts  disbursed  for  Fiscal  Years 
1975  through  1980.    An  analyst  may  dacide  on  his  own  judgement 
that  annual  disbursements  will  increase  by  107o  from  the 
previous  year  for  Fiscal  Years  1975  through  1976  and  by  7% 
from  the  previous  year  for  Fiscal  Years  1977  through  1980. 
Using  the  computer  program  that  has  been  developed,  this 
information  could  be  put  into  the  computer  and  the  appropriate 
estimates  would  come  out. 

Long-range  estimates  are  generally  less  reliable 
than  short-range  ones,  since  long-range  estimates  rely 
heavily  on  the  analyst's  judgement.    When  makin.?  estimates 
for  the  next  one  or  two  years,  only  the  loan  amount  dis- 
bursed for  these  one  or  two  years  must  be  estimated. 
Reasonably  accurate  estimates  can  be  made  for  these 
amounts.    Most  of  the  data  that  the  computer  will  be 
working  with  will  be  historically  known.    However,  when 
predictions  for  the  more  distant  future  are  made  reliable 
estimates  of  future  disbursements  will  be  difficult  to  make 
and  a  greater  percentage  of  the  data  that  the  computer  will 
be  working  with  will  depend  on  the  analyst's  judgement,  and  . 
therefore  the  results  will  be  less  reliable. 
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2.    RANGE  OF  RELIABILITY  OF  THE  MODEL 


The  GSLF  Loan  Estimation  Model  produces  reasonable 
estimates  of  Federal  liabilities  in  terms  of  dollars. 
However,  it  must  be  remembered  that  the  GSLP  Loan  Estimation 
Model  is  only  an  approximation  of  reality,  not  an  exact  replica 
Predictions  for  the  future  are  made  on  the  basis,  of  a 
statistical  analysis  of  the  data  from  the  present  and 
recent  past.    There  is  no  reason  to  think  that  the  behavior 
of  loans  in  the  future  will  be  precisely  the  same  as  in 
the  past.    Too  many  unpredictable  external  factors  are 
involved,  such  as  the  political  and  socio-economic 
situation.    Changes  in  these  factors  could  produce  sudden 
and  drastic  changes  in  the  behavior  of  loans.    However,  in 
order  to  construct  a  mathematical  model  at  all,  it  V7as 
necessary  to  assume  that  past  behavior  can  be  used  to  pre- 
dict future  behavior.    Since  there  is  no  way  of  knowing 
how  future  behavior  will  be  different  from  that  of  the  past, 
the  model  was  constructed  assuming  they  would  be  exactly  the 
same.    This  assumption,  however,  is  only  an  approximat i(?n 
of  reality,  and  therefore  the  seemingly  precise  estimates 
that  the  model  produces  are  also  only  approximations. 

The  reliability  of  the  model  has  been  tested  by  using 
it  to  make  predictions  for  the  Fiscal  Years  1970  through 
1973.    By  comparing  the  predictions  with  the  known  histori- 
cal data  for  these  years,  the  range  of  reliability  of  the 
model  has  been  calculated  to  be  between  +3  to  4  percent. 
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3 .      HOW  THE  MODEL  CAN  BE  UPDATED  TO  MINIMIZE  THE  PERCENTAGE 


OF  ERROR 


The  basic  way  in  which  the  model  can  be  modified  is  by 
-  changing  the  estimated  values  for  the  constant  parameters.  . 
The  values  now  used  are  only  approximations  which  were 
estimated  by  plotting  a  theoretical  curve  against  an 
observed  curve.    Furthermore,  some  of  the  parameters  are  in 
fact  exponential  functions,  but  since  their  values  varied 
-within  such  a  small  range  they  were  assumed  to  be  constant 
for  the  sake  of  simplicity.    It  can  be  expected  that  future 
adjustments  in  the  estimated  values  for  the  parameters  will 
-be  necessary.    When  a  wide  deviation  between  predictions 
and  observed  data  occurs,  it  will  be  necessary  to  look  at 
the  whole  situation  and  find  out  what  is  causing  the 
deviation.    When  the  causes  have  been  located,  the  related 
parameters  should  be  adjusted  to  minimize  the  percentage 
of  error.    This  is  done  on  a  trial  and  error  basis  by 
fitting  theoretical  values  to  the  observed  data.    The  best 
fit  will  provide  the  new  value  for  the  parameter. 

The  following  paragraphs  give  some  examples  of  how 
external  factors  could  cause  changes  in  some  aspects  of 
loan    behavior  which  might  necessitate  a  revision  of  the 
values  of  the  parameters. 
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A.        In-School  Block 


Suppose  more  undergraduates  complete  their  degrees  in 
three  years  instead  of  the  usual  four,  and  also  fever  of 
them  go  on  to  graduate  school.    This  would  significantly 
affect  the  length  of  time  loans  would  stay  in  the  In-School 
block,  and  the  value  of  K'  in  equation  (24)  would  have  to  be 
modified. 

B.  Grace  Block 

If  more  students  are  granted  authorized  deferments  for 
the  Peace  Corps  or  VISTA  or  perhaps  some  new  program,  this 
would  significantly  affect  the  probability  curve  Z(t)  which 
would  have  to  be  modified. 

C.  Repayment  Block 

Many  factors  can  influence  the  loan  behavior  here. 
Changes  in  the  ability  of  student  borrowers  to  make  repay-  * 
ments,  the  general  economic  condition  of  the  country, 
inflation,  disposable  incomes  of  student  borrowers,  changes 
in  student  attitude  towards  credit  —  all  these  could  play 
a  role  here,  making  it  necessary  to  estimate  a  new  value 
for  a'  in  equations  (25)  and  (26) . 
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D.       Claims  Block 


Factors  influencing  the  repayment  block  would  also 
play  a  role  here.    In  particular,  the  attitude  of  student 
borrowers  towards  defaulting,  changes  in  the  law  relating 
to  defaulted  borrowers,  and  the  institution  of  legal  actions 
against  defaulters  could  all  cause  changes  that  would 
necessitate  estimating  a  new  value  for  c'  in  equation  (28). 
The  behavior  of  student  borrowers  who  default  100%  might 
change  if  the  pre-claim  collection  assistance  program  is 
reinforced  and  if  the  diligence  of  lenders  in  making 
attempted  collections  increases.    This  would  affect  the 
value  of  a'  in  equations  (25)  and  (26)  and  b'  in  equation 
(29). 

E .       Accounts  Receivable  Block  and  Collected  Block 

Changes  in  collection  procedures  might  le£.i  to 
collection  of  a  greater  percentage  of  defaulted  loans,  thus 
necessitating  a  change  in  the  values  for  the  parameters  e' 
in  equ'ation  (30)  and  d'  in  equation  (32). 

Thus  the  values  for  all  the  parameters  in  the  equations 
of  the  model  will  be  subject  to  modification  with  the  input 
of  new  data.    The  model  provides  an  approximation  of  reality, 
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based  on  a  statistical  analysis  of  data  from  the  present 
and  recent  past .    As  new  data  Is  accumulated  each  year  It 
can  be  put  Into  the  model  and  used  to  make  more  precise 
'estimates  of  the  values  of  the  parameters.    This  will  make 
the  model  a  closer  approximation  of  reality.     In  this  way 

the  model  can  be  made  a  more  and  more  precise  tool  for 
estimating  Federal  liabilities  for  the  GSLP. 
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APPENDIX  A 


EXAMPLES  OF  NUMERICAL  SOLUTIONS  OF  THE  GSLP  LOAN  FLOW  MODEL 

Appendix  A  provides  an  example  of  the  tables  of 

numerical  solutions  to  the  discrete  approximation  equations 
presented  in  Chapter  IV.    There  are  ten  different  tables 
that  have  been  computed       one  for  each  of  the  nine  main 
ownership-academic  program  combination  groups  and  one  for 
the  remaining  fourteen  groups  taken  together.  Separate 
tables  had  to  be  computed  for  each  group  because  each  group 
has  its  own  data  and  patterns  of  behavior.    The  example  used 
in  Appendix  A  is  the  public  colleges  and  universities 
group.    The  appendix  shows  how  to  read  the  tables,  how  to 
compute  the  dollar  amounts  in  each  status  block  for  any 
given  quarter  or  year,  and  how  these  figures  can  be  used  to 
estimate  Federal  liabilities  for  that  quartet  or  year.  A 
computer  program  has  been  developed  so  that  all  these  compu- 
tations can  be  made  by  the  computer;  however,  illustrations 
of  how  the  computations  can  be  done  manually  is  provided 
here  in  order  to  show  how  the  model  works .    Appendix  A 
concludes  with  a  discussion  of  the  range  of  reliability  of 
the  model's  estimates  and  of  how  the  model  can  be  modified 
to  minimize  the  percentage  of  error. 

1.       HOW  TO  USE  THE  TABLES 

Exhibit  A-1  ,  following  this  page,  provides  the  tables 
for  public  college  and  university  student  loans  under  the 
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FISLP.    These  tables  shov;  the  fraction  of  the  original  loan 
amount  disbursed  that  will  be  in  each  of  the  status  blocks 
at  any  given  quarter  for  twelve  years  after  the  disbursement. 
For  this  combination  group  it  is  estimated  that  the  cycle  will 
be  completed  after  twelve  years.    That  is  to  say  that  by  the 
end  of  the  twelfth  year  after  a  df.sbursement  all  loans  will 
have  matured  (i.e.  left  the  grace  status). 

The  column  on  the  left-hand  side  of  the  page  of  Exhibit 
A-1    lists  the  years,  divided  into  quarters.    This  goes  on 
for  three  pages  so  that  the  entire  twelve  year  span  is 
presented.    The  year  of  disbursement  appears  as  zero  year, 
and  the  last  year  as  year  eleven. 

The  various  status  blocks  are  named  with  their  sjrmbols 
at  the  top  of  each  column  of  figures.    Thus  the  first  column 
is  the  In-School  status  block,  'Q'.    The  next  is  the  Grace 
block,   'G'.    The  next  is  the  block,  'Mj^' .    This  refers  to  the 
loans  that  will  default  100%,  that  is,  without  any  repayments 
being  made.    Since  it  takes  two  quarters  to  discover  and 
process  these  defaults,  there  is  a  two  quarter  period  during 
which  they  appear  to  be  in  the  Repayment  status,  even  though 
no  repayment  is  being  made.    The  amount  in  this  two  quarter 
delay  period  is  what  is  referred  to  in  block  'Mj^'.    It  will 
be  noticed  that  the  figures  in  the  last  column  are  the  same 
as  those  in  column  'M^^',  with  a  two  quarter  lag.    The  last 
column  refers  to  100%  defaults  as  they  move  into  the  Claims 


status.    The  fourth  colunn  is  the  In-Collection  block,   'R' . 
The  fifth  is  the  Repayment  block,   •M2'.    The  sixth  column 
is  the  Paid  block,   'L' .    The  next  is  the  Uncollectable 
block,  'U'.    The  next  is  the  Collectea  block,  'S'.  The 
ninth  column  is  the  Claims  block,  'N' ,  representing  the 
amount  of  partially  defaulted  loans  that  have  been  purchased 
by  the  Office  of  Education.    The  last  column  represents  the 
amount  that  has  defaulted  100%. 

It  will  be  seen  that  for  each  quarter  there  are  two 
lines  of  figures.    The  top  line  refers  to  the  rate  of  flow 
into  that  status  block  and  can  be  ignored  here.    The  bottom 
line  refers  to  the  fraction  of  the  original  disbursement  that 
remains  in  each  status  block  during  that  quarter.    The  sum 
of  the  fractions  in  every  status  block  for  any  given  quarter 
will  add  up  to  one.    The  loan  amount  in  dollars  in  any  status 
block  at  a  given  quarter  can  be  found  by  multiplying  the 
total  original  loan  amount  by  the  fraction  found  in  the  tables 
for  that  quarter  and  block. 

For  example,  in  FY  1968  $26,367,000  were  disbursed  to 
students  attending  public  colleges  and  universities.    If  we 
wish  to  estimate  the  dollar  amount  remaining  from  this  dis- 
bursement in  each  of  the  various  status  blocks  during  the 
last  quarter  of  FY  1974,  we  proceed  as  follows.    Since  the 
year  of  disbursement  is  considered  to  be  zero  year,  we  write 
out  the  years  in  this  way: 
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FY  1968  0  year 

FY  1969  —  1  year 

FY  1970  2  year 

FY  1971  —  3  year 

FY  1972  —  4  year 

FY  1973  —  5  year 

FY  1974  "  6  year 

The  figures  for  the  last  quarter  of  FY  1974  will  there- 
fore be  found  in  the  tables  under  the  fourth  quarter  of  year 
six.    Looking  at  the  bottom  line    for  this  quarter  we  can 
compute  the  amount  in  dollars  that  will  remain  in  each  status 
block  from  the  FY  1968  disbursement  as  follows: 

In-School  Q:  $26,367,000  x  0.04982  =  $1,314,000 

In-Grace  G:  26,367,000  x  0.14980  =  3,949,000 

(Default)  Mj^:  26,367,000  x  0.00236  =  75,000 

In  Collection  R:  26,367,000  x  0.03017  -  796,000 

In  Repayment  26,367,000  x  0.61843  16,306,000 

Paid  L:  26,367,000  x  0.06196  1,634,000 

Uncollectable  U:  26,367,000  x  0  0 

Collected  S:  26,367,000  x  0.01588  419,000 

Claims  Paid  N:  26,367,000  x  0.07107  1.874.000 

TOTAL  $26,367,000 

It  will  be  noticed  that  the  sum  of  the  amounts  in  all 
of  the  status  blocks  adds  up  to  the  amount  of  the  original 
FY  1968  disbursement  (slight  discrepancies  might  be 
observed  due  to  the  rounding  off  process) .    Thus  the  entire 
FY  1968  disbursement  is  accounted  for  during  the  last 
quarter  of  FY  1974,  or  for  any  other  quarter  of  any  year  we 
wish  to  compute. 
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2.      HOW  TO  COMPUTE  TOTAL  AMOUNT  OF  DOLLARS  IN  EACH  STATUS 
BLOCK    .  '~  — '  


Now  suppose  we  wish  to  find  the  total  loan  amount  in 
dollars  from  all  previous  disbursements  that  will  be  in  a 
given  status  block  at  a  given  quarter.    For  example,  if  we 
wish  to  find  the  total  amount  in  dollars  in  the  In-School 
block  during  the  fourth  quarter  of  FY  1974,  we  merely  add 
the  amounts  that  will  be  in  that  block  at  that  time  from 
each  disbursement  from  FY  1968  to  FY  1974.    These  can 
easily  be  computed  by  the  procedure  given  abovej  multiply 
the  total  amount  disbursed  each  fiscal  year  by  the 
appropriate  fraction.    The  fraction  of  the  FY  1968  disburse- 
ment in  the  In-School  block  during  the  last  quarter  of 
FY  1974  will  be  found  under  year  six,  quarter  four.  The 
fraction  of  the  FY  1969  disbursement  will  be  found  under 
year  five,  quarter  four.    The  fraction  of  the  FY  1970  dis- 
bursement will  be  found  under  year  four,  quarter  four,  and 
so  on.    The  sum  of  these  will  give  the  total  amount  of 
dollars  in  the  In-School  block  during  the  last  quarter  of 
FY  1974: 
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FY  1968  $  26,367,000  x 
FY  1969       95,958,000  x 

FY  1970  137,535,000  x 

FY  1971  176,804,000  x 

FY  1972  225,410,000  x 

FY  1973  206,886,000  x 

FY  1974  206,886,000*x 


0.04982  =  $  1,314,000 

0.08498  -  8,155,000 

0.14498  «  19,940,000 

0.24733  »  43,729,000 

0,42193  «  95,107,000 

0.71979  -  148,915,000 

1.0        «  206,886.000 

TOTAL     -  $524,046,000 


^Estimated  FY  1974  loan  amount. 


3.      HOW  TO  ESTIMATE  FEDERAL  LIABILITIES  FOR  CLAIMS . 
INTEREST  BENEFIT.  AND  SPECIAL  ALLOWANCE  PAYME"HTS 

Claims  payments.    Estimate  of  claims  payments  during  any 
quarter  is  the  sum  of  the  claim  payments  to  be  made  during 
that  quarter  for  the  loan  amounts  disbursed  since  FY  1968. 
For  example,  claims  payments  to  be  made  during  the  4th  quarter 
of  FY  1974  will  be  the  sum  of  the  claims  payments  to  be  made 
during  that  quarter  on  all  loan  amounts  disbursed  from  FY  1968 
through  FY  1974.    This  can  be  calculated  by  computing  the 
incremental  changes  in  the  appropriate  status  blocks  between 
the  3rd  and  4th  quarters  of  FY  1974.    This  can  then  be  com- 
puted for  the  loan  amounts  disbursed  each  year  since  FY  1968. 
The  sum  for  all  years  will  be  the  total  claims  payment  to  be 
made  during  the  4th  quarter  of  FY  1974. 

For  example,  the  loan  amount  disbursed  to  students 
attending  public  colleges  and  universities  in  FY  1968  was 
$26,367,000.    The  incremental  changes  between  the  3rd  and 
4th  quarters  of  FY  1974  in  four  status  blocks  are  relevant 
here:  F^^^  ^    (100%  defaults).    F^^^  ^  (partial  defaults),  F^^ 

(in  collection) ,  and  F^^  (uncollectable) .    If  we  subtract 
the  fraction  for  the  3rd  quarter  of  FY  1974  from  the  fraction 
for  the  4th  quarter  of  FY  1974,  we  obtain  the  incremental 
change  in  each  status  block: 
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Increment  of 
4th  Quarter    3rd  Quarter  Change 


m^n 


F. 


^2^ 


nr 


nu 


0.00360    -  0.00389 


0.07107    -  0.06795 


0.03017    -     C. 02774 


Sum  Total 


-0.00029 

0.00312 

0.00243 

0  

0.00526 


The  algebraic  sum  total  of  increments  of  change  in  these 
four  status  blocks  multiplied  by  the  total  loan  amount  dis- 
bursed in  FY  1968  will  provide  the  estimate  of  claims  payments 
to  be  made  during  the  4th  quarter  of  FY  1974  on  loans  made 
in  FY  1968  to  students  attending  public  colleges  and 
universities : 

$26,367  000  X  0.00526  =  $138,690 

The  same  computations  can  be  made  for  the  loans  disbursed  in 
each  subsequent  fiscal  year  through  the  end  of  FY  1974.  The 
sum  of  these  estimated  claims  payments  will  provide  the  total 
estimated  claims  payments  to  be  made  during  the  4th  quarter 
of  FY  1974  on  loans  made  from  FY  1968  to  FY  1974  to  students 
attending  public  colleges  and  universities. 
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Interest  benefit  payments.    Interest  benefit  payments 
are  made  only  while  loans  are  in  the  In-School  and  Grace 
status  blocks.    Federal  liability  for  interest  benefit  pay- 
ments for  any  given  quarter  can  be  coir.puted  as  follows: 

(Amount  of  eligible  loan  dollars  in  the  In-School  and 
Grace  blocks)  x  (average  interest  rate  per  annum) 
X  ( 0 » 2  3 ) 

An  estimate  of  the  interest  benefit  payments  to  be  made 
during  the  last  quarter  of  FY  1974  on  loans  disbursed  in 
FY  1972  to  students  attending  public  colleges  and  universities 
can  be  made  in  the  following  way.    The  fraction  of  the  FY 
1972  disbursement  in  the  In-School  and  Grace  statuses  is: 

Fraction  of  FY  1972  disbursement  in  In-School:  0.42193 
Fraction  of  FY  1972  disbursement  in  Grace:  0.46206 

Total     -  0.88399 

During  FY  1972,  $225 ,410,000  were  disbursed  to  students 
attending  public  colleges  and  universities.    The  fraction  of 
this  amount  that  will  remain  in  the  In-School  and  Grace 
statuses  during  the  4th  quarter  of  FY  1974  is: 

225,410,000  X  0.88399  =  $199,260,186 

Let  us  assume  that  96%  of  this  amount  is  eligible  for  interest 
benefits: 

$199,260,186  X  0.96  «  $191,289,778 
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The  interest  benefit  rate  for  FY  1972  was  7%.  Therefore, 
the  estimate  of  interest  benefit  payments  to  be  made  during 
the  last  quarter  of  FY  1974  on  loans  made  in  FY  1972  to 
students  attending  public  colleges  and  universities  can 
be  computed  as  follows: 

$191, 289,778  x  0.07  x  0.25  «  $3,347,571 

Estimated  interest  benefit  payments  to  be  made  during  the 
last  quarter  of  FY  1974  can  be  computed  in  the  same  manner 
for  each  year  of  disbursement  since  FY  1968.    The  sum  of 
these  amounts  will  give  the  estimated  total  amount  of 
interest  benefit  payments  to  be  made  during  the  4th 
quarter  of  FY  1974  on  all  loans  made  from  FY  1968  through 
FY  1974  to  students  attending  public  colleges  and 
universities . 

Special  allowance  payments.     Special  allov.^nce  is  paid 
only  when  it  is  determined  that  economic  conditions  are 
impeding  or  threatening  to  impede  the  purposes  of  the  GSLP. 
It  is  paid  for  the  amounts  in  the  In-School,  Grace,  and 
Repayment  status  blocks.    An  estimate  of  the  special 
allowance  payments  to  be  made  during  the  4th  quarter  of 
FY  1974  on  loans  disbursed  in  FY  1972  to  students  attending 
public  colleges  and  universities  can  be  made  in  the  following 
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way.    The  fraction  of  the  FY  1972  loan  disbursement 
remaining  in  the  In- School,  Grace,  and  Repayment  statuses 
during  the  4th  quarter  of  FY  1974  is: 

Fraction  of  FY  1972  disbursement  in  In-School:  0.42193 
Fraction  of  FY  1972  disbursement  in  Grace:  0.46206 
Fraction  of  FY  1972  disbursement  in  Repayment:    0. 10784 

0.99183 

In  FY  1972  $225,410,000  were  disbursed  to  students  attending 
public  colleges  and  universities.    The  fraction  of  this 
amount  that  will  remain  in  the  In-School,  Grace,  and 
Repayment  statuses  during  the  4th  quarter  of  FY  1974  is: 

$225,410,000  X  0.99183  =  $223,568,400 

Let  us  assume  that  the  special  allowance  rate  to  be  paid  in 
the  4th  quarter  of  FY  1974  is  1%.     Then  the  estimate  of  the 
special  allowance  payments  to  be  made  in  the  4th  quarter  of 
FY  1974  on  loans  made  in  FY  1972  to  students  attending  public 
colleges  and  universities  will  be: 

$223,568,400  x  0.01  x  0.25  =  $558,921 

The  special  allowance  payments  to  be  made  during  the  last 
quarter  of  FY  1974  can  be  computed  in  the  same  manner  for 
each  year  of  disbursement  since  FY  1968.    The  sum  of  these 
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amounts  will  give  the  estimated  total  amount  of  special 
allowance  payments  to  be  made  during  the  4th  quarter  of 
FY  1974  on  all  loans  made  from  FY  1968  chrou^h  FY  1974  to 
students  attending  public  rolleges  and  universities. 
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